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July 24, 2007
To the shareholders of TXU Corp.:

We cordially invite you to attend the annual meeting of shareholders of TXU Corp., at 9:30 a.m., local time, on
Friday, September 7, 2007, in the Dallas Ballroom of the International Conference and Exposition Center located in
the Adam’s Mark Hotel at 400 North Olive Street, Dallas, Texas 75201, Directions to the location of the annual
meeting are included in the proxy statement attached to this letter.

At the annual meeting, we will ask you to vote for a proposal to approve an Agreement and Plan of Merger,
dated as of February 25, 2007 (as it may be amended from time to time, and including the plan of merger it contains,
the “*Merger Agreement”), among TXU Corp., Texas Energy Future Holdings Limited Partnership, a Delaware
limited partnership (*“Parent”), and Texas Energy Future Merger Sub Corp., a Texas corporation (“Merger Sub™),
which provides for the merger of Merger Sub with and into TXU Corp. (the “Merger”), as a result of which TXU
Corp. will become a subsidiary of Parent. Parent and Merger Sub were formed by an investor group led by affiliates
of Kohlberg Kravis Roberts & Co. L.P. and Texas Pacific Group solely for the purpose of entering into the Merger
Agreement and completing the transactions contemplated by the Merger Agreement. If TXU Corp.’s shareholders
approve the Merger Agreement and the Merger is completed, you will be entitled to receive $69.25 in cash, without
interest, for each share of common stock of TXU Corp., without par value (the “Common Stock™), you own (unless
you have properly exercised your rights of dissent and appraisal with respect to the Merger).

After careful consideration and following receipt of the unanimous recommendation of the Strategic
Transactions Committee of the board of directors of TXU Corp., in February of this year, TXU Corp.’s board
of directors by unanimous vote (excluding Dr. E. Gail de Planque) determined that it was in the best interests of
TXU Corp.'s shareholders that TXU Corp. enter into the Merger Agreement. Dr. de Planque, to avoid any
perception of a potential conflict of interest arising out of her historical professional relationships within the
industry, based upon the advice of outside counsel to both TXU Corp. and the Strategic Transactions Committee and
the recommendation of the board of directors, recused herself from all discussions about the Merger.

In advance of mailing the enclosed proxy statement, TXU Corp.’s board of directors and its Strategic
Transactions Commitiee each undertook a review of the current facts and circumstances relevant to TXU Corp.’s
board of directors’ recommendation that sharcholders vote to approve the Merger Agreement. Based on that review
and following receipt of the unanimous recommendation of the Strategic Transactions Committee of the board of
directors of TXU Corp., as more fully discussed on page 22 of the enclosed proxy statement, TXU Corp.’s board of
directors by unanimous vote has determined that it is in the best interests of TXU Corp.’s shareholders that TXU
Corp. complete the Merger on the terms and conditions of the Merger Agreement. Therefore, TXU Corp.’s board of
directors unanimously recommends that you vote “FOR” the approval of the Merger Agreement and “FOR” any
proposal by TXU Corp. to adjourn or postpone the annual meeting, if determined to be necessary. In considering the
recommendation of TXU Corp.’s board of directors with respect to the Merger and the Merger Agreement, you
should be aware that some of TXU Corp.’s directors and executive officers have interests in the Merger that are
different from, or in addition to, the interests of TXU Corp.’s shareholders generally.

As more fully described in the proxy statement, at the annual meeting. we will also consider the election of
TXU Corp.’s directors and the selection of Deloitte & Touche LLP as TXU Corp.’s independent auditor for the year
ending December 31, 2007. and two shareholder proposals. The board of directors of TXU Corp. recommends a
vote “FOR” each nominee for director and “FOR” the selection of Deloitte & Touche LLP as TXU Corp.’s
independent auditor, The board of directors of TXU Corp. recommends a vote “*AGAINST” each of the two
shareholder proposals.

The proxies being solicited hereby are being solicited by TXU Corp. and the board of directors of TXU Corp.
We have retained Georgeson Inc. to assist in the distribution of the proxy statement and solicitation of proxies. The
enclosed proxy statement provides you with detailed information about the Merger Agreement, the proposed
Merger and the other matters to be considered at the annual meeting. We encourage you to read the entire proxy




statement carefully. You may also obtain more information about TXU Corp. from documents we have filed with
the Securities and Exchange Commission.

Your vote is very important regardless of the number of shares of Common Stock you own. We cannot
complete the Merger uniess holders of two-thirds or more of the cutstanding shares of Common Stock entitled to
vote at the annual meeting of shareholders vote for the approval of the Merger Agreement. A failure to vote will
have the same effect as a vote against the approval of the Merger Agreement. In addition, the election of directors
requires the affirmative vote of the holders of a plurality of the votes cast at the annual meeting, and the approval of
all other matters requires the affirmative vote of the holders of a majority of the outstanding shares of Common
Stock present in person or represented by proxy and entitled to vote at the annual meeting, assuming a querum is
present. We would like you to attend the annual meeting. However, whether or not you plan to attend the annual
meeting, it is important that your shares of Common Stock be represented. Accordingly, please complete, sign, date
and return the enclosed proxy card in the postage-paid envelope or submit your proxy by calling the toll-free
number listed on the proxy card or through the Internet as indicated on the proxy card prior to the annual meeting. If
you hold shares of Common Stock through a broker, bank or other nominee, you should follow the procedures
provided by your broker, bank or other nominee, but in any case, you should vote your shares because the nominee
cannot vote for you on the proposal to approve the Merger Agreement. If you attend the annual meeting and vote in
person, your vote by ballot will revoke any proxy previously submitted.

Please note that only shareholders entitled to vote at the annual meeting or their proxy holders and TXU Corp.’s
guests may attend the annual meeting. Each shareholder or proxyholder and each guest will be asked to present
vald picture identification, such as a driver’s license or passport. If your shares are held through a broker, bank or
other nominee, you must bring to the annual meeting an account statement or letter from the holder of record
indicating that you beneficially owned the shares on the record date.

Thank you for your continued support and we look forward to seeing you on September 7, 2007,

Sincerelv.

C. John Wilder
Chairman, President and CEQ

Neither the Securities and Exchange Commission nor any state securities regulatory agency has
approved or disapproved the Merger, passed upon the merits or fairness of the Merger or passed upon
the adequacy or fairness of the disclosure in this document. Any representation to the contrary is a criminal
offense.

The proxy statement is dated July 24, 2007, and is first being mailed to shareholders on or about July 27, 2007.
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1601 Bryan Street
Dallas, Texas 75201-3411
(214) 812-4600
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON SEPTEMBER 7, 2007

To the shareholders of TXU Corp.:

An annual meeting of the shareholders of TXU Corp., a Texas corporation ("TXU Corp.”), will be held at 9:30,
a.m., local time, on Friday, September 7, 2007, in the Dallas Ballroom of the International Conference and
Exposition Center located in the Adam’s Mark Hotel at 400 North Olive Street, Dallas, Texas 75201 for the

following purposes:

To vote upon a proposal to approve the Agreement and Plan of Merger, dated as of February 25, 2007
(as amended from time to time, the “Merger Agreement™) among TXU Corp., Texas Energy Future
Holdings Limited Partnership, a Delaware limited partnership (“Parent™), and Texas Energy Future
Merger Sub Corp.. a Texas corporation (*Merger Sub”), including the plan of merger contained in the
Merger Agreement. The Merger Agreement, a copy of which is attached as Annex A to the
accompanying proxy statement, provides for the merger of Merger Sub with and into TXU Corp.
(the “Merger”), with TXU Corp. continuing as the surviving corporation but becoming a subsidiary of
Parent. Pursuant to the Merger Agreement, each share of TXU Corp.’s common stock, without par
value (the “Common Stock™), issued and outstanding immediately prior to the effective time of the
Merger, other than those shares (i) owned by Parent or any of its subsidiaries, including Merger Sub, or
owned by TXU Corp. or any of its subsidiaries, and in each case not held on behalf of third parties, or
(i) held by shareholders who properly exercise their rights of dissent and appraisal under Texas law, if
any, will be converted into the right to receive $69.25 in cash, without interest, and less any applicable
withholding tax;

To vote upon any proposal by TXU Corp. to adjourn or postpone the annual meeting, if determined to
be necessary;

To elect the directors of TXU Corp. for the ensuing year;

To approve the selection of Deloitte & Touche LLP as TXU Corp.’s independent auditor for the year
2007;

To censider a shareholder proposal related to TXU Corp.’s adoption of quantitative goals for emissions
at its existing and proposed plants;

To consider a shareholder proposal requesting a report on TXU Corp.’s political contributions and
expenditures; and

To transact such other business that may properly come before the annual meeting or any adjournment
or postponement thereof.

In accordance with TXU Corp.’s bylaws, the board of directors of TXU Corp. has fixed the close of business on
July 19, 2007 as the record date for the purposes of determining shareholders entitled to notice of and to vote at the
annual meeting and at any adjournment or postponement thereof, A list of TXU Corp.’s sharcholders will be
available at TXU Corp.’s principal executive offices at Energy Plaza, 1601 Bryan Street, Dallas, Texas 75201-3411
during ordinary business hours for | | days priot to the annual meeting. All TXU Corp. shareholders entitled to vote
at the meeting are cordially invited to attend the annual meeting in person. Please plan 1o arrive early to allow
sufficient timme for processing through security.




The approval of the Merger Agreement requires the affirmative vote of the holders of two-thirds or more of the
outstanding shares of Common Stock entitled to vote at the annual meeting. In addition, the election of directors
requires the affirmative vote of the holders of a plurality of the votes cast at the annual meeting, and the approval of
all other matters requires the affirmative vote of the holders of a majority of the outstanding shares of Common
Stock present in person or represented by proxy and entitled to vote at the annual meeting, assuming a quorum is
preseat. Whether or not you plan to attend the annual meeting, we urge you to vote your shares by telephone,
the Internet or by completing, signing, dating and returning the enclosed proxy card as promptly as possible
prior to the annual meeting to ensure that your shares will be represented at the annual meeting if you are
unable to attend. If you sign, date and mail your proxy card without indicating how you wish to vote, your proxy
will be voted in favor of the approval of the Merger Agreement and be voted in accordance with TXU Corp.’s board
of directors’ other recommendations with respect to the other matters to be considered at the annual meeting. If you
fail to return your proxy card or fail to submit your proxy by telephone or the Internet and do not vote in person at the
annual meeting, your shares of Common Stock will not be counted for purposes of determining whether a quorum is
present at the annual meeting and, if a quorum is present, it will have the same effect as a vote against the approval of
the Merger Agreement. Any TXU Corp. shareholder attending the annual meeting may vote in person, even if he or
she has returned a proxy card; such vote by ballot will revoke any proxy previously submitted. However, if you hold
your shares of Common Stock through a broker, bank or other nominee, you must provide a legal proxy issued from
such record holder in order to vote your shares of Common Stock in person at the annual meeting.

Shareholders who vote against the approval of the Merger Agreement will have the right to seek appraisal of
the fair value of their shares of Common Stock if the Merger is completed, but only if they submit a written
objection to the Merger to TXU Corp. before the vote is taken on the Merger Agreement and they comply with all
requirements of Texas law, which are summarized in the accompanying proxy statement. We urge you to read the
entire proxy statement carefully.

PLEASE DO NOT SEND YOUR STOCK CERTIFICATES AT THIS TIME. IF THE MERGER IS
COMPLETED, YOU WILL BE SENT INSTRUCTIONS REGARDING THE SURRENDER OF YOUR
STOCK CERTIFICATES.

Bv Order of the Board of Directors,

C. John Wilder
Chairman, President and CEO
Dallas, Texas

July 24, 2007
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election of directors of TXU Corp.; the selection of Deloitte & Touche LLP as TXU Corp.’s independent
auditor for the year ending December 31, 2007; two shareholder proposals, if presented at the annual
meeting; and any other business that may properly come before the annual meeting or any adjournment or
postponement thereof. '

What vote of TXU Corp.’s shareholders is reﬁuired to approve the Merger Agreement?

For us to complete the Merger, shareholders holding two-thirds or more of the outstanding shares of
Common Stock on the record date must vote “FOR?” the approval of the Merger Agreement, with each
share having a single vote for these purposes. Accordingly, failure to vote, a broker non-vote (described
below) or an abstention will have the same effect as a vote “against™ approval of the Merger Agreement.

Does the Board of Directors recommend that our shareholders vote “FOR” the approval of the
Merger Agreement and “FOR” any proposal by TXU Corp. to adjourn or postpone the annual
meeting, if determined to be necessary?

Yes. After careful consideration in both February and July of 2007, and following receipt of the unanimous
recommendation of the Strategic Transactions Committee of the Board of Directors, the Board of Directors
unanimously recommends that you vote “FOR” the approval of the Merger Agreement and “FOR” any
proposal by TXU Corp. to adjourn or postpone the annual meeting, if determined to be necessary. You
should read “The Merger — Reasons and Recomimendation of the Board of Directors™ beginning on
puage 22 of this proxy statement for a discussion of the factors that the Board of Directors considered in
deciding to recommend the approval of the Merger Agreement. This discussion includes both the factors
considered in connection with the decision on February 23, 2007 to enter into the Merger Agreement and
recommend its approval by shareholders, and the factors considered in July 2007 in connection with the
decision to include that recommendation in this proxy statement.

Do any of TXU Corp.’s directors or officers have interests in the Merger that may differ from or be in
addition to my interests as a shareholder?

Yes. In considering the recommendation of the Board of Directors with respect to the Merger Agreement,
you should be aware that some of TXU Corp.’s directors and executive officers have interests in the Merger
that are different from, or in addition to, the interests of our shareholders generally. See “The Merger —
Interests of our Directors and Executive Officers in the Merger” beginning on page 51.

What was the role of the Strategic Transactions Committee?

The Strategic Transactions Committee of the Board of Directors was formed as a commitiee of the Board of
Directors and consists of four independent directors. The Strategic Transactions Committee’s purpose was
to facilitate the efficient and effective review of the KKR/TPG proposal and TXU Corp.’s other strategic
alternatives. As requested by the Board of Directors, the Strategic Transactions Committee evaluated and
directed the negotiation of the terms of the KKR/TPG proposal and also evaluated the other strategic
options potentially available to TXU Corp. The Strategic Transactions Committee also assisted the Board
of Directors in considering the effect of changes since the February 25, 2007 signing of the Merger
Agreement on the advisability of including in this proxy statement the Board of Directors’ recommendation
that shareholders vote “FOR” the approval of the Merger Agreement.

Am 1 entitled to exercise rights of dissent and appraisal instead of receiving the Per Share Merger
Consideration for my shares of Common Stock?

Yes. As a holder of Common Stock you are entitled to rights of dissent and appraisal under Texas law in
connection with the Merger if you meet certain conditions, which are described in this proxy statement
under “The Merger — Rights of Dissent and Appraisal” beginning on page 63.
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When do you expect the Merger to be completed?

We are working toward completing the Merger as quickly as possible, and we anticipate that it will be
completed in the fourth quarter of 2007, assuming satisfaction or waiver of all of the conditions to the
Merger. However, because the Merger is subject to certain conditions, including approval of the Merger
Agreement by our shareholders, receipt of certain regulatory approvals and the conclusion of the Marketing
Period (as defined below under “The Merger Agreement — Effective Time; Marketing Period”), the exact
timing of the completion of the Merger and the likelihood thereof cannot be predicted. If any of the
conditions in the Merger Agreement, which are described under “The Merger Agreement — Conditions to
the Merger” beginning on page 80 of this proxy statement, are not satisfied or waived, the Merger will not
be completed.

Who will bear the cost of this solicitation?

The expenses of preparing, printing and mailing this proxy statement and the proxies solicited hereby will
be borne by TXU Corp. Additional solicitation may be made by telephone, facsimile or other contact by
certain directors, officers, employees or agents of TXU Corp., none of whom will receive additional
compensation therefor. TXU Corp. will, upon request, reimburse brokerage houses and other custodians,
nominees and fiduciaries for their reasonable expenses for forwarding material to the beneficial owners of
shares held of record by others.

Will the proceeds I receive for my shares in the Merger be taxable to me?

Yes. Your receipt of cash in exchange for Common Stock pursuant to the Merger Agreement will be a
taxable transaction for 1).S. federal income tax purposes and may also be a taxable transaction under
applicable state, local or foreign income or other tax laws. You should read the section entitled “The
Merger — Material U.S. Federal Income Tax Consequences of the Merger to U.S. Shareholders™ beginning
on page 66 for a more complete discussion of the federal income tax consequences of the Merger.

Will a proxy solicitor be used?

Yes. TXU Corp. has engaged Georgeson Inc. to assist in the solicitation of proxies for the annual meeting
and TXU Corp. estimates that it will pay Georgeson Inc. a fee of up to $30,000. TXU Corp. has also agreed
to reimburse Georgeson Inc. for reasonable administrative and out-of-pocket expenses incurred in
connection with the proxy solicitation and indemnify Georgeson Inc. against certain losses, costs and
expenses. Parent, directly or through one or more affiliates or representatives, may, at its own cost, also
make solicitations of proxies by mail, telephone, facsimile or other contact in connection with the Merger.
Parent has retained Innisfree M&A Incorporated to provide advisory services and to assist it in any
solicitation efforts it may decide to make in connection with the Merger.

Should T send in my stock certificates now?

No. Shortly after the Merger is completed, you will receive a letter of transmittal with instructions
informing you how to send in your stock certificates to the paying agent in order (o receive the applicable
Per Share Merger Consideration. You should use the letter of transmittal to exchange stock certificates for
the applicable portion of the Merger Consideration to which you are entitled as a result of the Merger.
PLEASE DO NOT SEND IN YOUR STOCK CERTIFICATES WITH YOUR PROXY.

How does the Board of Directors recommend that 1 vote on matters other than the Merger and any
proposal by TXU Corp. to adjourn or postpone the annual meeting?

The Board of Directors unanimously recommends that our shareholders vote “FOR?” each of the nominees
in the election of directors, “FOR” the selection of Deloitte & Touche LLP as our independent auditor for
the year ending December 31, 2007, and “AGAINST” each of the two shareholder proposals, if presented
at the annual meeting.
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What vote of our shareholders is required for the matters to be considered at the annual meeting
other than the Merger?

Subject to the resignation policy in TXU Corp.’s Corporate Governance Guidelines. in uncontested
elections, directors are elected by a plurality of the votes cast at the annual meeting. This means that the
director nominees with the most votes are elected. For a more complete description of our resignation
policy, please see “Director Resignations™ on page 91. In addition, you may exercise cumulative voling
rights in the election of directors if you give written notice of your intention to do so to the Secretary of TXU
Corp. at 1601 Bryan Street, Dallas, Texas 75201-3411 on or before the day before the annual meeting. If
you exercise this right, you will be entitled to one vote for each share you hold multiplied by the number of
directors 10 be elected, and you may cast all of your votes for a single nominee or spread your votes among
the nominees in any manner you desire.

Approval of all other proposals requires the affirmative vote of the holders of a majority of the outstanding
shares of Comnon Stock present in person or represented by proxy and entitled to vote at the annual
meeting, assuming a quorum is present (other than the approval of the Merger Agreement which is
described elsewhere). Abstentions and broker non-votes will have the sume effect as negative voles on the
proposal to approve the Merger Agreement, any proposal by TXU Corp. to adjourn or postpone the annual
meeting if determined to be necessary, and the proposal relating to the selection of auditors. Broker non-
votes will not be counted in determining the outcome of the shareholder proposals, but abstentions will
have the same effect as votes against the shareholder proposals. Broker non-votes are shares held by
brokers, banks and other nominees that are present at the meeting but not voted on matters for which the
nominee does not have the discretion to vote the shares and the beneficial holder of the shares does not
timely deliver voting instructions to the nominee. Under the New York Stock Exchange Rules, the
proposals to elect directors, to postpone or adjourn the annual meeting if determined to be necessary, and to
ratify the selection of independent auditors are considered “discretionary™ items. This means that brokerage
firms may vote in their discretion on these matters on behalf of clients who have not furnished voting
instructions at least 15 days before the date of annual meeting. For a more complete description of the
treatment of abstentions and broker non-votes, please see “The Annual Meeting — Quorum, Abstentions,
Withholds and Broker Non-Votes™ on page 14.

Where and when is the annual meeting?

The annual meeting will be held at 9:30 a.m.. local time, on Friday, September 7. 2007, in the Dallas
Ballroom of the International Conference and Exposition Center located in the Adam’s Mark Hotel at
400 North Olive Street, Dallas, Texas 75201,

Who is eligible to vote and attend the annual meeting?

All shareholders who are the record owner of shares of Common Stock at the close of business on July 19,
2007 (the “record date™) will be entitled to receive notice of the annual meeting. to attend the annual
meeting and to vote the shares of Common Stock that they hold on the record date at the annual meeting
(including if the annual meeting is postponed to a day on or before September 17, 2007), or any
adjournments of the annoal meeting.

Which of my shares of Common Stock may I vote?

All shares of Common Stock owned by you as of the close of business on the record date may be voted by
you. These shares include shares that are: (i) held directly in your name as the sharcholder of record, and
(ii) held for you as the beneficial owner through a broker, bank or other nominee. Except as described above
with respect to the exercise of cumulative voting rights in the election of directors, each of your shares of
Common Stock is eatitled to one vote at the annual meeting.
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What is the difference between holding shares of Common Stock as a shareholder of record and as a
beneficial owner?

Most of our shareholders hold their shares of Common Stock through a broker, bank or other nominee
rather than directly in their own name. As summarized below, there are some differences between shares of
Common Stock held of record and those owned beneficially.

Shareholder of Record:  If your shares of Common Stock are registered directly in your name with TXU
Corp.’s transfer agent, American Stock Transfer & Trust Company, you are considered, with respect to
those shares, the shareholder of record, and these proxy materials are being sent directly to you by TXU
Corp. As the shareholder of record, you have the right to grant your voting proxy directly to TXU Corp. or
to vote in person at the annual meeting. We have enclosed a proxy card for you to use.

Beneficial Owner:  If your shares of Common Stock are held in a stock brokerage account or by a bank or
other nominee, you are considered the beneficial owner of shares held in “street name”, and these proxy
materials are being forwarded to you by your broker, bank or other nominee who is considered, with respect
to those shares, the shareholder of record. As the beneficial owner, you have the right to direct your broker,
bank or other nominee on how to vote your shares and are also invited to attend the annual meeting
(provided you bring an account statement or letter from the holder of record indicating that you beneficially
owned the shares on the record date). However, since you are not the shareholder of record, you may not
vote these shares of Common Stock in person at the annual meeting unless you obtain a signed proxy from
the record holder giving you the right to vote the shares. Your broker, bank or other nominee has enclosed a
voting instruction card for you to use in directing the broker, bank or other nomineg regarding how to vote
your shares of Common Stock. Regarding the vote on the Merger Agreement, your broker, bank or other
nominee pgenerally cannot vote your shares without your direction.

How can I vote my shares of Common Stock in person at the annual meeting?

Shares of Common Stock held directly in your name as the shareholder of record on the record date may be
voted by you in person at the annual meeting. If you choose to do so, please bring the enclosed proxy card
and proof of identification. Even if you plan to attend the annual meeting, we recommend that you also
submit your proxy as described below so that your vote will be counted if you later decide not to atiend the
annual meeting. You may request that your previously submitted proxy card not be used if you desire to vote
in person when you attend the annual meeting.

Shares of Common Stock held in “street name” may be voted in person by you at the annual meeting only if
you obtain a signed proxy from the record holder (your broker, bank or other nominee) giving you the right
to vote the shares. Your vote is important. Accordingly, we urge you to complete, sign, date and return the
accompanying proxy card or voting instruction card accompanying this proxy statement whether or not you
plan to attend the annual meeting.

What steps should I take if T want to attend the annual meeting?

If you plan to attend the annual meeting, please note that only shareholders entitled to vote at the meeting or
their proxy holders and TXU Corp’s guests may attend the meeting. Space is limited; therefore, admission
to the annual meeting will be on a first-come, first-served basis. Each shareholder or proxyholder and each
guest will be asked to present valid picture identification, such as a driver’s license or passport. If your
shares are held through a broker, bank or other nominee, you must bring to the meeting an account
statement or letter from the holder of record indicating that you beneficially owned the shares on the record
date. Cameras (including cellular telephones with photographic capabilities). recording devices and other
electronic devices will not be permitted at the annual meeting.

How can I vote my shares of Common Stock without attending the annual meeting?

Whether you hold shares of Common Stock directly as the shareholder of record or beneficially in street
name, when you vote via the Internet, by telephone or when you return your proxy card or voting
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instructions accompanying this proxy statement, properly signed, the shares represented will be voted in
accordance with your directions.

How do I revoke or change my vote?

You can change your vote at any time before your proxy is voted at the annual meeting, If you are the
shareholder of record. you may revoke your proxy by providing written notice to the Secretary of TXU
Corp. at 1601 Bryan Street, Dallas, Texas 75201-3411, by telephone by calling the toll free number
1-888-693-8683, or by accessing the Internet website www.cesvote.com. In addition, your proxy may be
revoked by attending the annual meeting and voting in person. However, simply attending the annual
meeting will not revoke your proxy. If you have instructed a broker, bank or other nominee to vote your
shares of Common Stock, the above-described options for changing your vote do not apply, and instead you
must follow the instructions received from your broker, bank or other nominee to change your vote.

Is my vote confidential?

Yes. TXU Corp. has adopted a confidential voting policy. Accordingly, your vote and all others cast at the
annual meeting or by proxy will be tabulated by an independent agent and generally kept private and not
disclosed to TXU Corp.

Whe will count the votes?
Corporate Election Services will tabulate the votes and act as inspector of election.
What does it mean if I get more than one proxy card or voting instruction card?

If your shares of Common Stock are registered differently and are in more than one account, you will
receive more than one card. Please complete, sign, date and return all of the proxy cards and voting
instruction cards you receive (or submit your proxy by telephone or the Internet as indicated on the proxy
card or voting instruction card) to ensure that all of your shares of Common Stock are voted.

What if 1 return my proxy card without specifying my voting choices?

If you are a shareholder of record and your proxy card is signed and returned without specifying choices,
the shures of Common Stock will be voted in favor of the approval of the Merger Agreement in accordance
with the recommendation of the Board of Directors and in accordance with all other recommended votes of
the Board of Directors.

If my shares of Common Stock are held in “street name” by my broker, bank or other nominee, will
my broker, bank or other nominee vote my shares for me?

For the proposal regarding the approval of the Merger Agreement and the two shareholder proposals, your
broker, bank or other nominee will not vote your shares of Common Stock on your behalf unless you
provide instructions to your broker, bank or other nominee on how to vote. You should follow the directions
provided by your broker, bank or other nominee regarding how to instruct your broker, bank or other
nominee to vote your shares in favor of the Merger. Without those instructions, your shares will not be voted
in favor of the Merger, which will have the same effect as voting “AGAINST” the Merger. For all proposals
other than the Merger and shareholder proposals, the broker may vote your shares at its discretion if you do
not provide voting instructions.

What constitutes a quorum?

The presence, in person or by proxy, of shareholders holding a majority of the outstanding shares of
Common Stock is necessary to constitute a quorum at the annual meeting. Abstentions and broker non-
votes (described below) are counted for quorum purposes, but since they are not votes cast “FOR” a
particular matter, they will have the same effect as negative votes or a vote “AGAINST” the approval of the
Merger Agreement.
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What happens if I sell my shares of Common Stock before the annual meeting?

The record date of the annual meeting is earlier than the annual meeting date and the date that the Merger is
expected to be completed. If you transfer your shares of Common Stock after the record date but before the
annual meeting, you will retain your right to vote at the annual meeting. but will have transferred the right to
receive the Per Share Merger Consideration. In order to receive the Per Share Merger Consideration, you
must hold your shares through completion of the Merger. If you have sold your shares of Commen Stock
after the record date, we still encourage you to vote your shares as recommended by the Board of Directors.

What else do I need to do now?

We urge you to read this proxy statement carefully, including its annexes and the information incorporated
by reference, and to consider how the Merger affects you. If you are a shareholder as of the record date, then
you can ensure that your shares are voted at the annual meeting by completing, signing, dating and
returning the proxy card in the postage-paid envelope provided or by submitting your proxy by telephone or
the Internet as indicated on the proxy card prior to the annual meeting.

Who can help answer my other guestions?

If you have more questions about the Merger or the other matters to be considered at the annual meeting,
need assistance in submitting your proxy or voting your shares, or need additional copies of the proxy
statement or the enclosed proxy card, you should contact our proxy solicitor, Georgeson Inc., toll-free at:
(888) 605-7523. Brokers, banks and other nominees may call collect at (212) 440-9800. If a broker, bank or
other nominee holds your shares of Common Stock, you should call your broker, bank or other nominee for
additional information.
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SUMMARY

This summary highlights selected information from this proxy statement and may not contain all of the
information that is important to you. To understand the Merger fully and for a more complete description of the legal
terms of the Merger and the other matiers being considered at the annual meeting, you should carefully read this
entire proxy statement and the documents to which we have referred you. In particular, you should read the annexes
attached to this proxy statement, including the Agreement and Plan of Merger. dated as of February 25, 2007,
among TXU Corp., Texas Energy Future Holdings Limited Partnership and Texas Energy Future Merger Sub Corp,
which is attached as Annex A to this proxy statement. We have included page references in parentheses to direct you
to a more complete description of the topics presented in this summary. See the section entitled “Where You Can
Find More Information” on page 150.

The Annual Meeting (Page 13)

Time, Date and Place. An annual meeting of our shareholders will be held at 9:30 am, local time, on Friday,
September 7, 2007, in the Dallas Ballroom of the International Conference and Exposition Center located in the
Adam’s Mark Hotel at 400 North Olive Street, Dallas, Texas 75201.

Purpose of the Annual Meeting. The purpose of the annual meeting is to consider and vote upon the following:
(i) a proposal to approve the Merger Agreement; (i) any proposal by TXU Corp. to adjourn or postpone the annual
meeting, if determined to be necessary; (iii) the election of directors; (iv) the selection of Deloitte & Touche LLP as
independent auditor for TXU Corp. for the year ending December 31, 2007; (v) two shareholder proposals, if
presented at the annual meeting; and (vi) any other business properly brought before the annual meeting or any
adjournment thereof.

Record Date and Voting Power. You are entitled to vote at the annual meeting if you owned shares of Common
Stock at the close of business on July 19, 2007, the record date set by the Board of Directors for the annual meeting.
Except as indicated below with respect to the exercise of cumulative voting rights in the election of directors, you
will have one vote at the annual meeting for each share of Common Stock you owned at the close of business on the
record date. As of the record date, there were 461,152,009 shares of Common Stock outstanding and entitled to be
voted at the annual meeting.

Required Vote. The approval of the Merger Agreement requires the affirmative vote of shareholders holding
two-thirds or more of the shares of Common Stock outstanding at the close of business on the record date. Subject to
the resignation policy in TXU Corp.’s Corporate Governance Guidelines, in uncontested elections. directors are
elected by a plurality of the votes cast at the annual meeting. For a more complete description of our resignation
policy, please see “Director Resignations” on page 91. You may also exercise cumulative voting rights in the
election of directors by giving writen notice to TXU Corp. The proposal to adjourn or postpone the annual meeting
requires the affirmative vote of shareholders holding a majority of the shares of Common Steck present in person or
represented by proxy at the annual meeting and entitied to vote on the matter (whether or not & quorum is present).
Approval of all other proposals requires the affirmative vote of the holders of a majority of the outstanding shares of
Common Stock present in person or represented by proxy and entitled to vote at the annual meeting, assuming a
quorum is present,

Voting at the Annual Meeting. 1f you are a sharcholder of record, you may vote in person by ballot at the
annual meeting or by submitting a proxy. We recommend you submit your proxy even if you plan 1o attend the
annual meeting. If you attend the annual meeting, you may vote by ballot, thereby canceling any proxy previousiy
submitted.

How to Vote by Proxy. If you are a shareholder of record and choose to submit your proxy by mail, please
complete each proxy card you receive, date and sign it, and return it in the prepaid envelope which accompanied that
proxy card. If you are a shareholder of record, you can submit your proxy by telephone by calling the toll-free
telephone number on your proxy card (1-888-693-8683) or through the Internet by accessing the website identified
on your proxy card (www.cesvote.com). If you hold your shares indirectly through a broker, bank or ather nominee,




as a “street-name shareholder,” you will receive instructions from your broker. bank or other nominee describing
how to vote your shares.

Proxies Without Instruction. If you are a shareholder of record and submit your proxy but do not make
specific cheices. your proxy will be voted in accordance with the Board of Directors’ recommendations.

Revocation of Proxies. You may revoke your proxy at any time prior 1o the time your shares are voted. 1f you
are a shareholder of record, your proxy can be revoked in several ways:

* by entering a new vote by telephone or through the Internet;

* by delivering a written revocation 1o our corporate secretary that is received prior to the annual meeting;
* by submitting another valid proxy bearing a later date that is received prior to the annual meeting; or
» by attending the annual meeting and voting your shares in person.

If your shares are held in “street name” through a broker, bank or other nominee, you must check with your
broker, bank or other nominee to determine how to revoke your proxy.

Share Ownership of Directors and Executive Officers. As of the record date, our directors and executive
officers and their affiliates owned less than 1% of the shares of Common Stock entitled to vote at the annual
meeting. Our directors and executive officers have indicated their intention to vote their shares of Commen Stock in
favor of the proposal to approve the Merger Agreement and as recommended by the Board of Directors on all other
matters, although none of them has entered into any agreement obligating them to do so.

See the section entitled “The Annual Meeting” beginning on page 13.

The Parties to the Merger (Page 12)

TXU Corp. TXU Corp. is a Dallas-based energy company that manages a portfolio of competitive and
regulated energy businesses in Texas. TXU Corp. is a holding company conducting its operations principally
through its subsidiaries, Texas Competitive Electric Holdings Company LLC (which was formerly named TXU
Energy Company LLC, and which we refer to as “Competitive Holdings™), Oncor Electric Delivery Company
(which was formerly named TXU Electric Delivery Company, and which we refer to as “Oncor”) and their
respective subsidiaries. Competitive Holdings is a holding company whose subsidiaries are engaged in competitive
market activities consisting of electricity generation, retail electricity sales to residential and business customers,
wholesale energy sales and purchases as well as commodity risk management and trading activities, all largely in
Texas. On July 12, 2007, TXU Corp.’s generation and related businesses, which include mining, wholesale
marketing and trading, construction and development operations, adopted the new Luminant brand. TXU Corp.’s
retail business, which we refer to as TXU Energy, provides electricity and related services to more than 2.1 million
competitive electricity customers in Texas. TXU Corp.’s generation business, which we refer to as Luminant Power,
has over 18.300 MW of generation in Texas, including 2,300 MW of nuclear generation capacity and 5,800 MW of
coal-fueled generation capacity. TXU Corp.’s wholesale business, which we refer to as Luminant Energy, optimizes
the purchases and sales of energy for TXU Energy and Luminant Power and provides related services to other
market participants, Luminant Energy is the largest purchaser of wind-generated electricity in Texas and the fifth
largest in the United States. TXU Energy. Luminant Power and Luminant Energy conduct their operations through a
number of separate legal entities that, in accordance with regulatory requirements, operate independently within the
competitive Texas power market. Luminant Development includes subsidiaries engaged in the development of new
coal-fueled generation facilities in Texas and activities relating to development of renewable energy generation
projects and clean power generation technologies; these development activities are expected to be continued by
subsidiaries of Competitive Holdings. Luminant Energy, Luminant Power and Luminant Development are
sometimes referred to collectively in this proxy statement as “Luminant.” TXU Corp.’s regulated business,
Oncor, is an electric distribution and transmission business that uses superior asset management skills to
provide reliable electricity delivery to consumers. Oncor operates the largest distribution and transmission
system in Texas. providing power to three million electric delivery points over more than 101,000 miles of
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distribution and 14,300 miles of transmission lines. While Oncor is a wholly-owned subsidiary of TXU Corp.,
Oncor is a separate legal entity from TXU Corp. and all of its other affiliates, with its own assets and liabilities.

Parent. Texas Energy Future Hokdings Limited Partnership (“Parent”) is a Delaware limited partnership that
was formed solely for the purpose of acquiring TXU Corp. Parent is owned by an investor group led by affiliates of
Kohiberg Kravis Roberts & Co. L.P. ("KKR”) and Texas Pacific Group (“TPG”). Parent has not engaged in any
business except for activities incidental to its formation and as contemplated by the Merger Agregment.

Merger Sub. Texas Energy Future Merger Sub Corp (“Merger Sub™) is a Texas corporation that was formed
solely for the purpose of completing the proposed Merger. Upon the completion of the proposed Merger, Merger
Sub will merge with and into TXU Corp. and will cease to exist. TXU Corp. will continue as the surviving
corporation and will become a subsidiary of Parent. Merger Sub is wholly owned by Parent and has not engaged in
any business except for activities incidental to its formation and as contemplated by the Merger Agreement.

The Merger (Page 18)

In the Merger, Parent will acquire TXU Corp. through a merger of Merger Sub, Parent’s wholly-owned
subsidiary, with and into TXU Corp. under the terms of the Agreement and Plan of Merger, dated as of February 23,
2007, as it may be amended from time to time, and including the plan of merger it contains (*Merger Agreement’),
among TXU Corp., Parent and Merger Sub. The Merger Agreement is described in this proxy statement and
attached as Annex A. We encourage you to read the Merger Agreement carefully and in its entirety. Itis the principal
document governing the Merger.

After the Merger is completed, your shares of Common Stock will be converted into the right to receive $69.25
in cash (the “Per Share Merger Consideration™) without interest and less any applicable withholding tax, unless you
vote against the approval of the Merger Agreement and properly perfect your rights of dissent and appraisal under
Texas law. In either case, at the time of the Merger, you will no longer have any rights as a shareholder of TXU Corp.
As a former shareholder of TXU Corp., you will be entitled to receive the Per Share Merger Consideration, without
interest and less any applicable withholding tax, after exchanging your shares of Common Stock, including stock
certificates, if applicable, in accordance with the instructions contained in the letter of transmittal to be sent to you
shortly after completion of the Merger or, if applicable, the consideration determined by your appraisal process.

“The Strategic Transactions Committee

The Strategic Transactions Committee was formed as a committee of the Board of Directors to facilitate the
efficient and effective review of the KKR/TPG proposal and TXU Corp.’s other strategic alternatives. As requested
by the Board of Directors, the Strategic Transactions Committee evaluated and directed the negotiation of the terms
of the KKR/TPG proposal and also evaluated the other strategic options potentially available to TXU Corp. The
Strategic Transactions Commitiee also assisted the Board of Directors in considering the effect of changes since the
February 25, 2007 signing of the Merger Agreement on the advisability of including in this proxy statement the
Board of Directors’ recommendation that shareholders vote “FOR?” the approval of the Merger Agreement. The
Strategic Transactions Committee is comprised of the following four independent directors: Michael W. Ranger
(chair), Leldon E. Echols, Jack E. Little and Glenn F. Tilton. ’

Reasons and Recommendation of the Board of Directors (Page 22)

After careful consideration, in both February and July of 2007, of the factors described in the section entitled
“The Merger — Reasons and Recommendation of the Board of Directors”™ and following receipt of the unanimous
recommendation of the Strategic Transactions Committee of the Board of Directors, the Board of Directors
unanimously determined that it is in the best interests of TXU Corp.’s sharcholders that TXU Corp. complete the
Merger on the terms and conditions set forth in the Merger Agreement; and unanimously recommends that our
shareholders vote “FOR” the approval of the Merger Agreement and “FOR” any proposal by TXU Corp. to
adjourn or postpone the annual meeting, if determined to be necessary.
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In considering the recommendation of the Board of Directors with respect to the Merger Agreement, you
should be aware that some of our directors and executive officers who participated in meetings of the Board of
Directors have interests in the Merger that are different from, or in addition to, yours. See the section entitled “The
Merger — Interests of our Directors and Executive Officers in the Merger” beginning on page 51. For factors
considered by the Board of Directors in reaching its decision to approve the Merger Agreement, see the section
entitled “The Merger — Reasons and Recommendation of the Board of Directors” beginning on page 22. This
discussion includes both the factors considered in connection with the decision on February 25, 2007 to enter into
the Merger Agreement and recommend its approval by shareholders. and the factors considered in July 2007 in
connection with the decision to include that recommendation in this proxy statement. For information regarding the
Board of Directors’ recommendation on the other matters to be considered at the annual mecting. see the section
entitled “Other Matters to be Considered at the Annual Meeting” beginning on page 9.

Opinions of TXU Corp.’s Financial Advisors (Pages 26-47)

Opinrion of TXU Corp.’s Financial Advisor. In connection with the Merger, TXU Corp.s financial advisor,
Credit Suisse Securities (USA) LLC (“Credit Suisse™), delivered a written opinion, dated February 25, 2007, to the
Board of Directors and its Strategic Transactions Committee as to the fairness, from a financial point of view and as
of the date of such opinion, of the Per Share Merger Consideration to be received by the holders of Common Stock.
The full text of Credit Suisse’s written opinion is attached to this proxy statement as Annex B and is incorporated
into this proxy statement by reference. The Strategic Transactions Committee was provided Credit Suisse’s opinion -
on the basis of it being an administrative committee of the Board of Directors that was not established as a special
independent committee for purposes of evaluating a possible conflicted or similur transaction.

Initial Opinion of the Strategic Transactions Committee’s and the Board of Directors’ Financial Advisor. In
connection with the Merger, Lazard Fréres & Co. LLC (“Lazard™), financial advisor to the Strategic Transactions
Committee of the Board of Directors and the Board of Directors, delivered an opinion to the Strategic Transactions
Committee and the Board of Directors, dated February 25. 2007, to the effect that, as of that date and based upon and
subject to certain assumptions, procedures, factors, limitations and qualifications set forth therein, the Per Share
Merger Consideration to be paid to holders of shares of Common Stock (other than (x} Parent’s affiliates or
(y) holders of Excluded Shares, which are described below) pursuant to the Merger was fair, from a financial point
of view, to such holders, The full text of Lazard’s written opinion is attached to this proxy statement as Annex C and
is incorporated into this proxy statement by reference. The opinion of Lazard dated February 25, 2007 is referred to
from time to time in this proxy statement as Lazard's opinion or Lazard’s initial opinion.

Updated Opinion of the Strategic Transactions Committee’s and the Board of Directors’ Financial Advisor.
In connection with the Merger, Lazard delivered an updated opinion to the Strategic Transactions Committee and
the Board of Directors, dated July 12, 2007, to the effect that, as of that date and based upen and subject to certain
assumptions, procedures, factors, limitations and qualifications set forth therein, the Per Share Merger
Consideration to be paid to holders of shares of Common Stock (other than (x) Parent’s affiliates or (y) holders
of Excluded Shares. which are described below) pursuant to the Merger was fair, from a financial point of view, to
such holders. The full text of Lazard’s written updated opinion is attached to this proxy statement as Annex D and is
incorporated into this proxy statement by reference. The opinion of Lazard dated July 12, 2007 is referred to from
time to time in this proxy statement as Lazard’s updated opinion.

We encourage you to read each opinion described above carefully in its entirety for a description of the
procedures followed, assumptions made, matters considered and qualifications and limitations on the scope
of review undertaken in connection with such opinion. Each opinion described above was provided to the
Board of Directors and its Strategic Transactions Committee in connection with their evaluation of the Per
Share Merger Consideration from a financial point of view and does not address any other aspect of the
proposed Merger. In addition, none of the opinions described above constitutes a recommendation to any
shareholder as to how such shareholder should vote or act with respect to the Merger or any other matter
relating thereto.




See the section entitled “The Merger — Opinion of Credit Suisse Securities (USA) LLC” beginning on page 26
and the section entitled “The Merger — Opinions of Lazard Fréres & Co. LLC” beginning on page 31.

Interests of our Directors and Executive Officers in the Merger (Page 51)

When considering the recommendation by the Board of Directors, you should be aware that 2 number of our
executive officers and directors have interests in the Merger that are different from, or in addition to, yours,
including. among others:

« some of our executive officers will receive acceleration of the vesting and payment of their performance
units in connection with the Merger;

«  some of our executive officers will be entitled to receive potential severance payments in connection with a
termination of employment that may occur in connection with the Merger (and, in some cases, a tax
gross-up relating to parachute payment excise taxes resulting from such severance payments).

« our outside directors will receive payment in respect of share units previously earned and deferred under
the TXU Deferred Compensation Plan for Outside Directors: and

« indemnification arrangements and insurance coverage for our current and former directors and executive
officers will be continued if the Merger is completed.

In addition, equity awards under many of our benefit plans will accelerate at the completion of the Merger,
including awards granted to our executive officers. See the section entitled “The Merger — Interests of our
Directors and Executive Officers in the Merger” beginning on page S1.

Market Price and Dividend Data (Page 60)

Our Common Stock is listed on the New York Stock Exchange (“NYSE”} and the Chicago Stock Exchange
under the symbol “TXU”. On February 22, 2007, the last fuli trading day prior to reports from U.S. publications that
we were in discussions concerning a possible merger transaction, the closing per share sales price of our Common
Stock, as reported on the NYSE, was $57.64. On February 23, 2007, the last full trading day prior to the public
announcement of the proposed Merger, our Common Stock closed at a price of $60.02. On July 23, 2007, the last
full trading day prior to the date of this proxy statement, our Common Stock closed at a price of $67.25. See the
section entitled “The Merger — Market Price and Dividend Data” beginning on page 60.

Delisting and Deregistration of Common Stock (Page 68)

If the Merger is completed, our Common Stock will no longer be traded on the NYSE or the Chicago Stock
Exchange and will be deregistered under the Securities Exchange Act of 1934, as amended,
The Merger Agreement (Page 68)

Conditions to the Merger.

The obligations of TXU Corp., Parent and Merger Sub to effect the Merger are subject 1o the satisfaction or
waiver of a number of conditions, including the following:

+ the Merger Agreement must have been approved by TXU Corp.’s shareholders holding two-thirds or more
of the outstanding shares of Common Stock;

+ the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the
“HSR Act”}, must have expired or been terminated;

- the approval by the Nuclear Regulatory Commission (“NRC") of the indirect transfer of our Comanche
Peak plant’s nuclear operating licenses and, to the extent necessary, any conforming amendments to such
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licenses to reflect that indirect transfer and the approval by the Federal Energy Regulatory Commission
(“FERC”) of the Merger under Section 203 of the Federal Power Act must have been obtained;

* no injunction, judgment, order or law that prohibits, restrains or renders illegal the completion of the
Merger shall be in effect.

* TXU Corp.’s, Parent’s and Merger Sub’s respective representations and warranties in the Merger
Agreement must be true and correct as of the closing date in the manner described under “The
Merger Agreement — Conditions to the Merger” beginning on page 80;

* each of TXU Corp., Parent and Merger Sub must have performed in all material respects all obligations
that it is required to perform under the Merger Agreement; and

* with respect to TXU Corp.’s obligation to effect the Merger only, Parent must have delivered to TXU Corp.
a solvency certificate,

Solicitations of Alternative Proposals.

The Merger Agreement provides that, until 12:01 a.m,, Eastern Standard Time, on April 16, 2007, we were
permitted to initiate, solicit and encourage acquisition proposals for TXU Corp. (including by way of providing
information), and to enter into and maintain discussions or negotiations with respect to acquisition proposals for
TXU Corp. or otherwise cooperate with or assist or participate in or facilitate any inquiries, proposals, discussions
or negotiations with respect to any such acquisition proposal. Prior to terminating the Merger Agreement or entering
into an acquisition agreement with respect to any such acquisition proposal, TXU Corp. was required to comply
with certain terms of the Merger Agreement applicable to changes by the Board of Directors of its recommendation
with respect to the Merger, including, if required, paying a termination fee. During the period prior to April 16,
2007, Lazard conducted a “go-shop™ process on behalf of TXU Corp. The Board of Directors determined that no
proposal was received during the “go shop” period that could reasonably be expected to result in a proposal more
favorable to TXU Corp.’s shareholders from a financial point of view than the Merger.

The Merger Agreement provides that from and after April 16, 2007, we are generally not permitted to initiate,
solicit or knowingly encourage (including by way of providing information) the submission of any inquiries,
proposals or offers that constitute or may reasonably be expected to lead to, an acquisition proposal for TXU Corp.
or engage in any discussions or negotiations or provide information (other than with a person who submitted a
proposal prier to April 16, 2007 under certain circumstances) with respect thereto, or otherwise knowingly facilitate
any effort or attempt by any person to make an acquisition proposal.

Notwithstanding these restrictions, under certain circumstances, we may, before the Merger Agreement is
approved by our shareholders, respond to an unsolicited bona fide written proposal for an alternative acquisition or
terminate the Merger Agreement and enter into an acquisition agreement with respect to a superior proposal. so long
as we comply with certain terms of the Merger Agreement applicable to the circumstances in which the Board of
Directors may change its recommendation with respect to the Merger Agreement, including negotiating with Parent
and Merger Sub in good faith to make adjustments to the Merger Agreement prior to termination and, if required,
paying a termination fee.

Termination of the Merger Agréement,
The Merger Agreement may be terminated;
* by mutual written consent of TXU Corp. and Parent;

* by cither Parent or TXU Corp,, if:

» the Merger is not completed on or before March 15, 2008, or, under certain circumstances where the
conditions to the completion of the Merger have not yet been satisfied but remain capable of being
satisfied, and either Parent or TXU Corp. provides a notice extending such date, on or before June 15,
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2008, or (if the “Marketing Period” (as defined below under “The Merger Agreement — Effective
Time: Marketing Period™) has not ended on or before such date). on or before July 10, 2008, so long as
the failure to complete the Merger is not the result of, or caused by, the failure of the terminating party to
comply with the terms of the Merger Agreement;

our shareholders do not approve the Merger Agreement at the annual meeting or any adjournment or
postponement thereof; or

an injunction, judgment, order or law that prohibits, restrains or renders illegal the completion of the
Merger has become final and non-appealable;

by TXU Corp., if:

prior to obtaining the vote of shareholders at the annual meeting, TXU Corp. receives a superior
proposal and concurrently with the termination of the Merger Agreement enters into a definitive
agreement with respect to such superior proposal, provided that TXU Corp. has complied with its
obligations under the Merger Agreement described under “The Merger Agreement — Acquisition
Proposals” beginning on page 76, and provided that TXU Corp. has paid the termination fee owed to
Parent as described under “The Merger Agreement — Termination Fees” beginning on page 82;

Parent or Merger Sub has materially breached or failed to perform any of its representations, warrgnties,
covenants or agreements under the Merger Agreement which would give rise to the failure of certain
conditions to closing to be satisfied if that breach or failure to perform cannot be cured by the
termination date of the Merger Agreement (as described above), if we are not in a material breach of the
Merger Agreement that would cause certain of the closing conditions not to be satisfied;

conditions to Parent’s obligation to complete the Merger have been satisfied or waived and Parent has
not completed the Merger within two business days after the final day of the Marketing Period; or

within 15 days after a new Texas statute is enacted, or regulatory action taken under such new statute, to
require us or our subsidiaries to divest or submit to a capacity auction for baseload solid fuel generation
capucity, as described under “The Merger Agreement — Filings; Other Actions; Notification”
beginning on page 78, and Parent does not waive its right to take the consequences of such action
into account in determining whether a Company Material Adverse Effect (as defined under “The Merger
Agreement — Representations and Warranties™) has occurred; or

by Parent. if:

the Board of Directors or a committee of the Board of Directors withholds, withdraws, modifies or
qualifies, or publicly proposes or resolves to withhold, withdraw, modify or qualify, in a manner adverse
to Parent, its recommendation that our shareholders approve the Merger Agreement, or takes action or
makes any public statement in connection with the annual imeeting inconsistent with such
recommendation, or approves or recommends, or resolves 1o approve or recommend, any
acquisition proposal by a third party other than the Merger, or fails to include its recommendation
of approval of the Merger Agreement in this proxy statement; or

we have materially breached or failed to perform any of our representations, warranties, covenants or
agreements under the Merger Agreement which would give rise to the failure of certain conditions to
closing to be satisfied and where that breach or failure to perform cannot be cured by the termination
date of the Merger Agreement (as described above), if Parent is not in a material breach of the Merger
Agreement that would cause certain of the closing conditions not to be satisfied.

Termination Fees.

If the Merger Agreement is terminated under certain circumstances:

TXU Corp. may be obligated to pay a termination fee of $925 million (or in certain circumstances
$1 billion} as directed by Parent; and
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*  Parent will be obligated to pay TXU Corp. a termination fee of $1 billion. Members of the investor group
have agreed severally to guarantee the obligation of Parent to pay this termination fee, subject to individual
caps, equal to $1 billion in the aggregate.

Financing (Page 84)

The Merger Agreement does not contain any condition relating to the receipt of financing by Parent. TXU
Corp. and Parent estimate that the total amount of funds necessary to complete the Merger and related transactions,
including the new financing arrangements, the assumption, the refinancing. repayment or redemption of certain of
TXU Corp.’s and TXU Corp.’s subsidiaries” outstanding indebtedness and the payment of customary fees and
expenses in connection with the proposed Merger and financing arrangements, will be approximately $46.7 billion,
which is expected to be funded by new credit facilities, private and/or public offerings of debt securities and equity
financing as well as cash on hand at TXU Corp. and the assumption of certain existing indebtedness of TXU Corp.
and its subsidiaries. Funding of the equity and debt financing is subject to the satisfaction of the conditions set forth
in the commitment letters pursuant to which the financing will be provided. See the section entitled “Financing”
beginning on page 84. Parent and Merger Sub have obtained equity and debt financing commitments summarized
below in connection with the transactions contemplated by the Merger Agreement. Both the equity and debt
financings are subject to conditions, including conditions that do not relate directly to the Merger Agreement.
Although obtaining financing is not a condition to the completion of the Merger, the failure of Parent and Merger
Sub ta obtain sufficient financing is likely to result in the failure of the Merger to be completed.

Egquity Financing. Parent has received equity commitment letters for an aggregate investment at closing of up
to $8.0 billion. KKR 2006 Fund L.P. and TPG Partners V, L.P. (collectively, the “Sponsors™) have collectively
agreed to cause up to $6.5 billion of cash to be contributed to Parent at closing. In addition, each of I.P. Morgan
Ventures Corporation, Citigroup Global Markets Inc. and Morgan Stanley & Co. Incorporated (collectively, the
“Bridge lnvestors™) has separately committed 1o contribute $500 million of cash in equity to Parent. Subject to
certain conditions, the Sponsors and the Bridge [nvestors may assign all or a portion of their equity commitment
obligations to other investors, provided that they remain obligated to perferm to the extent not performed by the
assignee. As of the date of this proxy statement, the Sponsors and the Bridge Investors have obtained approximately
$1.8 billion in equity commitments from other existing investors in the Sponsors’ private equity funds, as further
described under “Financing — Equity Financing” beginning on page 84 which commitments are expected to be
used at closing to reduce the commitments of the Sponsors and Bridge Investors. In addition, GS Capital Partners V1
Fund, L.P. and affiliated funds {“Goldman Sachs™) and affiliates of Lehman Brothers Holdings Inc. (“Lehman
Brothers™). have committed to contribute directly or indirectly through other vehicles, up to $1.9 billion of equity
collectively to Parent, which amounts are expected to be used to reduce at closing the equity investment by the
Sponsors.

Debt Financing. Merger Sub has received an amended and restated debt commitment letter, dated as of July 20,
2007, from affiliates of Citigroup (“Citigroup” shall mean Citigroup Global Markets Inc. (“CGMI™), Citibank,
N.A., Citicorp USA Inc., Citicorp North America, Inc. and/or any of their affiliates), Credit Suisse, Cayman Islands
Branch and Credit Suisse Securities (USA) LLC, Goldman Sachs Credit Partners L.P., JPMorgan Chase Bank, N.A.
and I.P. Morgan Securities Inc. (together. “IP Morgan Chase™), Lehman (“Lehman™ shall mean Lehman Brothers
Inc., Lehman Brothers Holdings Inc., Lehman Brothers Commercial Bank and Lehman Commercial Paper Inc.)
and Morgan Stanley Senior Funding, Inc. (“Morgan Stanley™), that includes, among other things, commitments to
provide (a) senior secured term loan facilities, a senior secured revolving credit facility, a senior secured synthetic
letter of credit facility and a senior unsecured revolving credit facitity in an aggregate principal amount of up to
$26.1 billion (not all of which is expected to be drawn at closing or used to finance the completion of the Merger);
and (b) senior unsecured bridge facilities in an aggregate principal amount of up to $11.25 billion.

Material U.S. Federal Income Tax Consequences of the Merger to U.S. Shareholders (Page 66)

The receipt of cash by U.S. Holders (as defined under the caption “The Merger — Material U.S. Federal
Income Tax Consequences of the Merger to U.S. Helders” below) for shares of Common Stock pursuant to the
Merger will be a taxable transaction for U.S. federal income tax purposes and may also be a taxable transaction
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under applicable state, local or foreign income or other tax laws. U.S. Holders are urged to consult their tax advisors
to determine the particular tax consequences to them (including the application and effect of any state, local or
foreign income and other tax laws) of the Merger.

Regulatory Matters (Page 60)

The HSR Act prohibits us and Parent from completing the Merger until we and Parent have furnished required
information and materials to the Antitrust Division of the Department of Justice (the “DOJ") and the Federal Trade
Commission (the “FTC”) and the required waiting period has ended or been earlier terminated. Parent and we filed
the required notification and report forms on June 28, 2007. We received notification on July 16, 2007 that the
waiting period under the HSR Act had been terminated. The Merger is also subject to approval by FERC, NRC and
the Federal Communications Commission (the “FCC”). We or our subsidiaries have filed applications in connection
with the approvals sought by each of the foregoing commissions, and we and Parent have agreed to cooperate with
each other to facilitate the review of those applications, The FCC has approved our applications and the FERC and
NRC applications are being reviewed. In addition, on April 25, 2007, Oncor and Parent filed a Joint Report and
Application with the Public Utility Commission of Texas (the “PUCT”) pursuant to Section 14.101 of the Texas
Public Utility Regulatory Act seeking a determination by the PUCT that the proposed transaction is consistent with
the public interest. Completion of the PUCTs review under Section 14.101 of the Texas Public Utility Regulatory
Act is not a condition to the parties” obligations to complete the Merger. See the section entitled “The Merger —
Regulatory Matters” beginning on page 60.

Rights of Dissent and Appraisal (Page 63)

The Texas Business Organizations Code provides you with rights of dissent and appraisal in connection with
the Merger. This means that if you are not satisfied with the amount you are receiving in the Merger, you are entitled
to have the fair value of your shares of Common Stock determined by a Texas court and to receive payment based on
that valuation. The ultimate amount you receive as a dissenting shareholder in an appraisal proceeding may be more
or less than, or the same as, the amount you would have received in the Merger. To exercise your rights of dissent and
appraisal, you must deliver a written objection to the Merger before the Merger Agreement is voted on at the annual
meeting and you must vote against the approval of the Merger Agreement. Your failure to follow exactly the
procedures specified under Texas law will result in the loss of your rights of dissent and appraisal.

Annex E to this proxy statement contains the full text of Subchapter H of Chapter 10 of the Texas Business
Organizations Code, which relates to your rights of dissent and appraisal. We encourage you to read these
provisions carefully and in their entirety.

Other Matters to be Considered at the Annual Meeting
At the annual meeting, we are also asking you to consider and vote on the following matters:
+ the election of directors to the Board of Directors;

« the selection of Deloitte & Touche LLP as our independent auditor for the year ending December 31, 2007;

+ the consideration of two sharcholder proposals (if presented at the meeting) related to TXU Corp.’s
adoption of quantitative goals for emissions at its existing and proposed plants and requesting a report on
TXU Corp.’s political contributions and expenditures, respectively; and

+ any other business properly brought before the annual meeting.

Approval by you of these other annual meeting matters is not a condition to completion of the Merger. The
Board of Directors unanimously recommends that you vote “FOR” each of the nominees in the election of
directors, “FOR” the selection of Deloitte & Touche LLP as our independent auditor for the year ending
December 31, 2007 and “AGAINST?” each of the two shareholder proposals, if presented at the annual meeting.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This proxy statement, and the documents to which we refer you in this proxy statement, contain ‘‘forward-
looking” statements based on expectations, beliefs, plans, goals, strategies, future events or performance, estimates,
assumptions and other statements that are other than statements of historical facts. Forward-looking statements
include information concerning TXU Corp.’s future outlook, strategy, anticipated capital expenditures, future cash
flow and borrowings, possible or assumed future results of operations of TXU Corp., the expected completion and
timing of the Merger and other information relating to the Merger. There are “forward-looking” statements
throughout this proxy statement, including, amoeng others, under the headings “Questions and Answers About the
Annual Meeting and the Merger”, “Summary”, “The Merger”, “Financing”, “Other Matters to be Considered at the
Annual Meeting”, “Opinion of Credit Suisse Securities (USA) LLC", “Opinions of Lazard Fréres & Co. LLC”,
“Regulatory Mattets”, “Projected Financial Information™ and “Merger-Related Litigation” and in statements
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containing the words “believes”, “estimates”, “expects”, “anticipates”, “intends”, “contemplates”, “may”, “will”,
“could”, “should”, or “would” or other similar expressions.

You should be aware that forward-looking statements involve known and unknown risks and uncertainties.
Although we believe that the expectations reflected in these forward-looking statements are reasonable, we cannot
assure you that the actual results or developments we anticipate will be realized, or even if realized, that they will
have the expected effects on the business or operations of TXU Corp. These forward-looking statements speak only
as of the date on which the statements were made, and we expressly disclaim any obligation to release publicly any
updates or revisions to any forward-looking statements included in this proxy statement or elsewhere as a result of
new information, future events or otherwise.

In addition to other factors and matters contained or incorporated in this document, we believe the following
factors could cause actual results to differ materially from those discussed in the forward-looking statements:

+ the financial performance of TXU Corp. through the date of the completion of the Merger;

* the failure by Parent and Merger Sub to obtain the necessary debt financing arrangements set forth in the
debt commitment letter received by Merger Sub in connection with the Merger or replacement debt
financing;

* the failure to satisty any of the closing conditions set forth in the Merger Agreement, including the
approval of TXU Corp.’s shareholders and regulatory approvals;

» the effect of legislative and regulatory initiatives, actions, reviews, approvals, restrictions or conditions
relating to TXU Corp. or its subsidiaries and the industries in which TXU Corp. and its subsidiaries
conduct their businesses;

* the occurrence of any event, change or other circumstance that could give rise to the termination of the
Merger Agreement, including a termination under circumstances that could require us to pay a termination
fee of $925 million, or in certain circumstances $1 billion;

* the failure of the Merger to close for any reason;
* any significant delay in the expected completion of the Merger;

+ the outcome of any legal proceedings instituted against TXU Corp. and others in connection with the
proposed Merger;

* the effect of the announcement of the Merger on our customer relationships, regulatory relationships,
operating results and business generally;

« diversion of management’s attention from ongoing business concerns;
* business uncertainty and contractual restrictions that may exist during the pendency of the Merger; -

* regulatory review, approvals and restrictions;
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« the amount of the costs, fees, expenses and charges related to the Merger and the final terms of the
financings that will be obtained for the Merger; and

« other risks related to our business that are described in our public filings (see the section entitled “Where
You Can Find More Information” beginning on page 150).

These and other important factors are detailed in various Securities and Exchange Commission (the “SEC”)
filings made periodically by us, particularly our latest report on Form 10-K and subsequent reports on Form 10-Q,
copies of which are available from us without charge or online at www.txucorp.com. Please review such filings and
do not place undue reliance on these forward-looking statements.

You should carefully consider the cautionary statements contained or referred to in this section in connection
with any subsequent written or oral forward-looking statements that may be issued by us or persons acting on our
behalf. We do not undertake any obligation to release publicly any revisions to any forward-looking statements
contained herein to reflect events or circumstances that occur after the date of this proxy statement or to reflect the
occurrence of unanticipated events.
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THE PARTIES TO THE MERGER
TXU Corp.

TXU Corp. is a Dallas-based energy company that manages a portfolio of competitive and regulated energy
businesses in Texas. TXU Corp. is a holding company conducting its operations principally through its subsidiaries,
Competitive Holdings, Oncor and their respective subsidiaries. Competitive Holdings is a holding company whose
subsidiaries are engaged in competitive market activities consisting of electricity generation, retail electricity sales
to residential and business customers, wholesale energy sales and purchases as well as commodity risk management
and trading activities, all largely in Texas. On July 12, 2007, TXU Corp.’s generation and related businesses, which
include mining, wholesale marketing and trading, construction and development operations, adopted the new
Luminant brand. TXU Energy provides electricity and related services to more than 2.1 million competitive
electricity customers in Texas. Luminant Power has over 18,300 MW of generation in Texas, inchuding 2,300 MW
of nuclear generation capacity and 5,800 MW of coal-fueled generation capacity. Luminant Energy optimizes the
purchases and sales of energy for TXU Energy and Luminant Power and provides related services to other market
participants. Luminant Energy is the largest purchaser of wind-generated electricity in Texas and the fifth largest in
the United States. TXU Energy, Luminant Power and Luminant Energy conduct their operations through a number
of separate legal entities that, in accordance with regulatory requirements, operate independently within the
competitive Texas power market. Luminant Development includes subsidiaries engaged in the development of new
coal-fueled generation facilities in Texas and activities relating to development of renewable energy generation
projects and clean power generation technologies; these development activities are expected to be continued by
subsidiaries of Competitive Holdings. Oncor, is an electric distribution and transmission business that uses superior
asset management skills to provide reliable electricity delivery to consumers. Oncor operates the largest distribution
and transmission system in Texas, providing power to three million electric delivery points over more than
101,000 miles of distribution and 14,300 miles of transmission lines. While Oncor is a wholly-owned subsidiary of
TXU Corp., Oncor is a separate legal entity from TXU Corp. and all of its other affiliates, with its own assets and
liabilities. TXU Corp.’s principal executive offices are currently located at Energy Plaza, 1601 Bryan Street, Dallas,
Texas 75201-3411 and our telephone number is (214) 812-4600. For more information about TXU Corp., visit
www.txicorp.com. Our website address is provided as an inactive textual reference only. The information provided
on our website is not part of this proxy statement, and therefore is not incorporated by reference. TXU Corp. is
publicly traded on the NYSE and on the Chicago Stock Exchange under the symbol “TXU™.

Texas Energy Future Holdings Limited Partnership (Parent)

Parent is a Delaware limited partnership that was formed solely for the purpose of acquiring TXU Corp. Parent
is owned by an investor group led by affiliates of KKR and TPG. Parent has not engaged in any business except for
activities incidental to its formation and as contemplated by the Merger Agreement. The principal office addresses
of Parent are ¢/o Kohlberg Kravis Roberts & Co. L..P., 9 West 57" Street, Suite 4200, New York, NY 10019 and
c/o Texas Pacific Group, 301 Commerce Street, Suite 3300, Fort Worth, TX 76102, The telephone number at each of
these principai offices is (212) 750-8300 and (817) 871-4000, respectively.

Texas Energy Future Merger Sub Corp (Merger Sub)

Merger Sub is a Texas corporation that was formed solely for the purpose of completing the proposed Merger.
Upon the completion of the proposed Merger, Merger Sub will merge with and into TXU Corp. and will cease to
exist. TXU Corp. will continue as the surviving corporation and will become a subsidiary of Parent. Merger Sub is
wholly owned by Parent and has not engaged in any business except for activities incidental to its formation and as
contemplated by the Merger Agreement. The principal office addresses of Merger Sub are c/o Kohlberg Kravis
Roberts & Co. L.P, 9 West 57 Street, Suite 4200, New York, NY 10019 and c/o Texas Pacific Group,
301 Commerce Street, Suite 3300, Fort Worth, TX 76102. The telephone number at each of these principal
offices is (212) 750-8300 and (817) 871-4000, respectively.
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THE ANNUAL MEETING

Date, Time and Place of the Annual Meeting

This proxy statement is being furnished to our shareholders as part of the solicitation of proxies by the Board of
Directors for use at an annual meeting to be held at 9:30 a.m., local time, on Friday, September 7, 2007 in the Dallas
Ballroom of the International Conference and Exposition Center located in the Adam’s Mark Hotel, 400 North
Olive Street, Dallas, Texas 75201 or at any adjournment or postponement thereof.

Purpose of the Annual Meeting

The purpose of the annual meeting is to consider and vote upon the following:

1. A proposal to approve the Merger Agreement;

2. Any proposal by TXU Corp. to adjourn or postpone the annual meeting, if determined to be necessary;

3. Election of directors of TXU Cormp..

4. Selection of Deloitte & Touche LLP as independent au;iitor for TXU Corp. for the year ending
December 31, 2007,

5. Two shareholder proposals, if presented at the annual meeting; and

6. Any other business properly brought before the annual meeting or any postponement or adjournment
thereof.

If the sharcholders fail to approve the Merger Agreement, the Merger will not occur. A copy of the Merger
Agreement is attached to this proxy statement as Annex A.

Wheo Can Vote at the Annual Meeting

In accordance with TXU Corp.’s bylaws, the Board of Directors has set the close of business on July 19. 2007
as the record date. The holders of record of shares of Common Stock as of the record date are entitled to receive
notice of and to vote at the annual meeting (including if the annual meeting is postponed to a day on or before
September 17, 2007) or any adjournments of the annual meeting. If you own shares of Common Stock that are
registered in someone else’s name (for example, a broker), you need to direct that person 1o vote those shares of
Common Stock or obtain an authorization from them to vote the shares of Common Stock yourself at the annual
meeting in person or by proxy. On July 19, 2007, there were 461,152,009 shares of Common Stock outstanding.

Shares Entitled to Vote

Shares entitled 1o vote at the annua! meeting are shares of Common Stock held as of the close of business on the
record date. Except as indicated below with respect to the exercise of cumulative voting rights in the election of
directors, each shareholder is entitled to one vote at the annual meeting for each share of Common Stock held by that
shareholder at the close of business on the record date.

Vote Required

The approval of the Merger Agreement, which is recommended by the Board of Directors, requires the
affirmative vote of the holders of two-thirds or more of the outstanding shares of Common Stock entitled to vote
thereon, with each share having a single vote for these purposes. The failure to vote, a broker non-vote or an
abstention has the same effect as a vote “against” approval of the Merger Agreement. Subject to the
resignation policy in TXU Corp.’s Corporate (Governance Guidelines, in uncontested elections, directors of TXU
Corp. are elected by a plurality of the votes cast at the annual meeting. For a more complete description of our
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resignation policy. please see “Director Resignations™ on page 91. You may exercise cumulative voting rights in the
election of directors if you give written notice of your intention to do so to the Secretary of TXU Corp. at 1601 Bryan
Street, Dallas, Texas 75201-3411 on or before the day before the annual meeting. If you exercise this right, you will
be entitled to one vote for each share you hold multiplied by the number of directors to be elected, and you may cast
all of your votes for a single nominee or spread your votes among the nominees in any manner you desire. The
proposal to adjourn or postpone the annual meeting requires the affirmative voie of shareholders holding a majority
of the shares of Common Stock present or represented by proxy at the annual meeting and entitled to vote on the
matter (whether or not a quorum is present). Approval of all other proposals requires the affirmative vote of the
holders of a majority of the outstanding shares of Common Stock present in person or represented by proxy and
entitled to vote at the annual meeting, assuming a quorum is present. Abstentions and broker non-votes will have the
same effect as votes against the proposal to adjourn or postpone the annual meeting and the proposal regarding the
selection of the independent auditor, and abstentions will have the same effect as voles against the shareholder
proposals. For a complete description of abstentions and broker non-votes, please see *— Quorum, Abstentions,
Withholds and Broker Non-Votes” below.

Quorum, Abstentions, Withholds and Broker Non-Votes

The holders of a majority of the outstanding shares of Common Stock entitled to be cast as of the record date,
represented in person or by proxy, will constitute a quorum for purposes of the annual meeting. Abstenttons and
broker non-votes are counted as present for purposes of determining whether a quorum is present. A quorum is
necessary to hold the annual meeting. Once a share of Commeon Stock is represented at the annual meeting, it will be
counted for the purposes of determining a quorum at the annual meeting, and any postponement or adjournment of
the annual meeting, and for transacting all business, unless the holder is present solely to object to the annual
meeting. If a quorum is not present at the annuai meeting, it is expected that the meeting will be adjourned or
postponed. If a new record date is set for an adjourned or postponed meeting, then a new quorum will have to be
established. See “— Adjournment and Postponements” beginning on page 17.

Under the rules of the NYSE, brokers holding shares of record for a customer have the discretionary authority
to vote on some matters if the brokers do not receive timely instructions from the customer regarding how the
customer wants the shares voted. There are also non-discretionary matters for which brokers do not have
discretionary authority to vote even if they do not receive timely instructions from the customer. When a
broker does not have the discretion to vote on a particular matter and the customer has not given timely
instructions on how the broker should vote, a “broker non-vote™ results. Although any broker non-vote would
be counted as present at the annual meeting for purposes of determining a quorum, it would be treated as not entitled
to vote with respect to non-discretionary matters. For the proposals regarding the election of directors, the selection
of the independent auditor, and the adjournment or postponement of the annual meeting if determined to be
necessary, brokers will have discretionary authority in the absence of timely instructions from their customers.
Under NYSE rules, however, a broker may not vote a customer’s shares on the proposal regarding the approval of
the Merger Agreement or the shareholder proposals absent instructions from the customer.

Because the required vote for the Merger Agreement is based upon the number of shares of our Common Stock
outstanding rather than the number of votes cast at the annual meeting, failure to vote your shares (including as a
result of broker non-votes) and abstentions will have the same effect as a vote “against” the approval of the Merger
Agreement. However, because the required vote to approve the shareholder proposals is the affirmative vote of the
holders of a majority of the shares of Common Stock present in person or represented by proxy at the annual
meeting and entitled to vote on these proposals, and because broker non-votes are not considered “entitled to vote”
on the shareholder proposals, a broker non-vote will have no effect in determining the outcome of the shareholder
proposals. Abstentions will have the same effect as votes against the shareholder proposals.

SEC rules provide that specifically designated spaces are provided on the proxy card for shareholders to mark
if they wish either to withhold authority to vote for one or more nominees for director or to abstain on one or more of
the proposals. Withholds and broker non-votes (if submitted by brokers even though they have discretionary
authority in the voting for directors) in connection with the election of one or more of the nominees for director will
not have an effect on such election. With respect to the proposals relating to the selection of auditors and to the
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adjournment or postponement of the annual meeting, abstentions and broker non-votes (if submitted by brokers
even though they have discretionary authority in such matters) will have the same effect as negative votes.

Shares Beneficially Owned by Our Directors and Executive Officers

Our directors and executive officers and their affiliates beneficially owned 2,656,619 shares of Common Stock
on the record date for the annual meeting. These shares represent in total less than 19% of the total voting power of
our voting securities outstanding and entitled to vote as of the record date. Our directers and executive officers have
indicated their intention to vote their shares of Common Stock for the approval of the Merger Agreement and as
recommended by the Board of Directors, although none of them has entered into any agreements obligating them to
do so.

Voting at the Annual Meeting

If you are a shareholder of record, you may vote in person by ballot at the annual meeting or by submitting a
proxy. We recommend you submit your proxy even if you plan to attend the annual meeting. If you attend the annual
meeting, you may vote by ballot, thereby canceling any proxy previously submitted.

Voting instructions are included on your proxy card. If you properly give your proxy and submit it to us in time
to vote. one of the individuals named as your proxy will vote your shares as you have directed. You may vote for or
against the proposals, “withhold” votes with respect to director candidates, or abstain from voting.

Vote by Proxy

This proxy statement is being sent to you on behalf of the Board of Directors for the purpose of requesting that
you allow your shares of Common Stock to be represented at the annual meeting by the persons named in the
enclosed proxy card. All shares of Common Stock represented at the annual meeting by proxies voted by telephone,
the Internet or by properly executed proxy cards will be voted in accordance with the instructions indicated on that
proxy. If you sign and return a proxy card without giving voting instructions, your shares will be voted as
recommended by the Board of Directors. After careful consideration in both February and July of 2007, and
following receipt of the unanimous recommendation of the Strategic Transactions Committee comprised of
independent directors of TXU Corp., the Board of Directors unanimously recommends a vote “FOR”
approval of the Merger Agreement and “FOR” any proposal by TXU Corp. to adjourn or postpone the
annual meeting, if determined to be necessary. [n considering the recommendation of the Board of Directors with
respect to the Merger Agreement, you should be aware that some of TXU Corp.’s directors and executive officers
have interests in the Merger that are different from, or in addition to, the interests of our shareholders generally. See
“The Merger — Interests of our Directors and Executive Officers in the Merger” beginning on page 51. The Board
of Directors also recommends a vote “FOR? the proposal to elect the directors named in the director election
proposal and “FOR?” the proposal to select Deloitte & Touche LLP as TXU Corp.’s independent auditor for the year
2007. The Board of Directors recommends a vote “AGAINST” e¢ach of the two shareholder proposals related 10
TXU Corp.’s adoption of quantitative goals for emissions at its existing and proposed plants and requesting a report
on TXU Corp.’s political contributions and expenditures, respectively.

If your shares of Common Stock are held in street name, you will receive instructions from your broker, bank
or other nominee that you must follow in order to have your shares of Common Stock voted or to change or revoke
an earlier instruction. If you do not instruct your broker, bank or other nominee lo vote your shares of Common
Stock, a broker non-vote will occur with respect to the proposal to approve the Merger Agreement and the
shareholder proposals, which has the same effect as a vote “against”™ approval of the Merger Agreement but will
have no effect in determining the outcome of the vote on the shareholder proposals. Under NYSE rules, your broker
may vole on the proposals regarding the election of directors, the selection of the independent auditor and the
adjournment or postponement of the annual meeting if determined to be necessary, if you have not furnished voting
instructions at least 15 days before the date of the annual meeting.

If you are a shareholder of record and you sign and return a proxy card without giving voting instructions, your
shares will be voted “FOR? approval of the Merger Agreement and “FOR” any proposal by TXU Corp. to adjourn
or postpone the annual meeting, if determined 1o be necessary. Your proxy will also be voted in accordance with all
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other recommended votes of the Board of Directors. The persons named in the proxy card will use their own
Jjudgment to determine how to vote your shares of Common Siock regarding any matters not described in this proxy
staiement that are properly presented at the annual meeting. TXU Corp. does not know of any matter to be presented
at the annual meeting other than the proposal to approve the Merger Agreement (and to approve the adjournment or
postponement of the meeting) and the other matters to be considered at the annual meeting described in the
preceding paragraphs.

Revocation of Proxies

You may revoke your proxy at any time before the vote is taken at the annual meeting. If you are a shareholder
of record of Common Stock, to revoke your proxy, you must either send a signed written notice to the Secretary of
TXU Corp. at 1601 Bryan Street, Dallas, Texas 75201-3411 revoking your proxy, submit a new proxy by telephone,
Internet or mail dated after the date of the earlier proxy you wish to change or revoke, or attend the annual meeting
and vote your shares of Common Stock in person. Merely attending the annual meeting without veting will not
constitute revocation of your eartier proxy. Please note that if your shares are held in street name and you have
instructed your broker, bank or other nominee to vote your shares, the options for revoking your proxy described in
this paragraph do not apply and instead you must follow the directions provided by your broker, bank or other
nominee to change these instructions.

Proxy Solicitation

TXU Corp. will pay the cost of this proxy solicitation. In addition to soliciting proxies by mail, directors,
officers and employees of TXU Corp. may solicit proxies personally and by telephone, facsimile or otherwise. None
of these persons will receive additional or special compensation for soliciting proxies. TXU Corp. has retained
Georgeson Inc. to assist in its solicitation of proxies in connection with the annual meeting, and TXU Corp.
estimates that it will pay Georgeson Inc. a fee of up to $30,000. Georgeson Inc. may solicit proxies from individuals,
banks, brokers, custodians, nominees, other institutional holders and other fiduciaries. TXU Corp. has also agreed
to reimburse Georgeson Inc. for its reasonable administrative and out-of-pocket expenses and to indemnify it
against certain losses, costs and expenses. TXU Corp. also, upon request, will reimburse brokers, banks and other
nominees for their expenses in sending proxy materials to their customers who are beneficial owners and obtaining
their voting instructions, Parent, directly or through one or more affiliates or representatives, may, at its own cost,
also make solicitations of proxies by mail, telephone, facsimile or other contact in connection with the Merger.
Parent has retained Innisfree M&A Incorperated to provide advisory services and to assist it in any solicitation
efforts it may decide to make in connection with the Merger. Innisfree M&A Incorporated may solicit proxies from
individuals, banks, brokers, custodians, nominees, other institutional holders and other fiduciaries.

Submitting Proxies via the Internet or by Telephone

Our shareholders of record as of the record date and many of our shareholders who hold their shares of
Common Stock through a broker, bank or other nominee will have the option to submit their proxies or voting
instructions via the Internet or by telephone, Please note however that voting by telephone 1s not available to
shareholders of record outside of the United States, Puerto Rico and Canada. There are separate arrangements for
using the Internet and telephone to submit your proxy depending on whether you are a shareholder of record or your
shares of Common Stock are held in street name by your broker, bank or other nominee. If your shares of Common
Stock are held in street name, you should check the voting instruction card provided by your broker, bank or other
nominee to see which options are available and the procedures to be followed.

In addition to submitting the enclosed proxy card by mail, shareholders of record may submit their proxies:

* via the Iniernet by visiting a website established for that purpose at www.cesvote.com and following the
instructions on the website; or

* by telephone by calling the toll-free number 1-888-693-8683 in the United States, Puerto Rico or Canada
on a touch-tone phone and following the recorded instructions.
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Adjournments and Postponements

Although it is not currently expected, the annual meeting may be adjourned or postponed for the purpose of
soliciting additional proxies or for such other reasons as TXU Corp. shall determine. Any adjournment or
postponement may be made without notice, other than by an announcement made at the annual meeting, of
the time. date and place of the adjourned or postponed meeting. TXU Corp. may postpone the annual meeting
without any vote of shares of Common Stock, although it may elect to present a postponement for a vote. Whether or
not a quorum exists, holders of a majority of the shares of Comimon Stock present in person or represented by proxy
at the annual meeting and entitled to vote at the annual meeting may adjourn or postpone the annual meeting. If you
are a record holder of shares of Common Stock and if your proxy card is signed and no instructions are indicated on
your proxy card, your shares of Common Stock will be voted “FOR™ any proposal by TXU Corp. to adjourn or
postpone the annual meeting, if determined to be necessary. Any adjournment or postponement of the annual
meeting for the purpose of soliciting additional proxies with respect to matters that have not yet becn considered at
the annual meeting will allow TXU Corp.’s shareholders who have already sent in their proxies to revoke them as to
those matters at any time prior to their use at the annual meeting as adjourned or postponed.

Communications with the Board of Directors

You may communicate with the entire Board of Directors, the lead director or individual directors, including
non-management directors, by writing to them ¢/o Lead Director, TXU Corp.. 1601 Bryan Street. Dallas, Texas
75201-3411.

Confidential Voting

TXU Corp. has adopted a confidential voting policy. Accordingly, your vote and all others cast at the annual
meeting or by proxy will be tabulated by an independent agent and generally kept private and not disclosed to TXU
Corp.

Attending the Annual Meeting

Only shareholders entitled to vote at the annual meeting or their proxy holders and TXU Corp.’s guests may
attend the annual meeting. Your ownership of shares of Common Stock on the record date will be verified prior to
your admittance to the annual meeting. Each shareholder or proxy holder and each guest will be asked to present a
valid government-issued picture identification, such as a driver’s license or passport, before being admitted to the
meeting. If your shares are held through a broker, bank or other nominege, you must bring to the meeting an account
statement or letter from the holder of record indicating that you beneficially owned the shares on the record date.

Assistance

If you need assistance in completing your proxy card or have questions regarding the annual meeting, please
contact:

TXU Corp.

Energy Plaza

1601 Bryan Street

Dallas, Texas 75201-3411
Telephone: (214) 812-4600
Attention: Corporate Secretary
E-mail: annualmeeting @txu.com

or our proxy solicitor,

Georgeson Inc.

17 State Street

New York, New York, 10004

Telephone: (212) 440-9800

Attention: TXU Annual Meeting of Shareholders
E-mail: txuinfo@georgeson.com
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THE MERGER

The discussion of the Merger in this proxy statement is qualified in its entirety by reference to the Merger
Agreement. which is attached to this proxy statement as Annex A. You should read the Merger Agreement carefully.

Background of the Merger

Consistent with the Board of Directors” ongoing evaluation of TXU Corp.’s business and strategic direction, in
early 2006, representatives of TXU Corp. had separate discussions with representatives of each of KKR and TPG.
among others, regarding possible transactions involving TXU Corp.’s electric distribution and power generation
businesses, but those discussions never proceeded beyend a preliminary stage. Those discussions were initiated by
TXU Corp. or representatives of investment banks acting on its behalf based upon their understanding of the
potential interest of KKR and TPG in investing in those businesses and as a part of a broad effort by TXU Corp. 10
identify and develop possible transactions to enhance the value of the Common Stock.

In late November of 2006, a representative of KKR and TPG called our Chief Executive Officer, John Wilder,
10 express interest in discussing a possible acquisition or other transaction involving TXU Corp. or one or more of its
businesses. At the request of this representative. Mr. Wilder met with representatives of TPG and KKR in Dallas on
November 27. 2006 to discuss in more detail their possible interest in a transaction with TXU Corp. At that meeting
Mr. Wilder agreed that TXU Corp. would share a limited amount of confidential information regarding TXU Corp.
with KKR and TPG, subject to their entry into a confidentiality agreement. On November 30, 2006, KKR and TPG
entered into a confidentiality agreement with TXU Corp, and commenced preliminary financial and business due
diligence, including meetings in December 2006 and early January 2007 with senior financial executives of TXU
Corp. and a small number of additional TXU Corp. executives.

In mid December 2006, Mr. Wilder advised the chair of the Board of Directors’ Finance and Business
Development Committee. Michael Ranger., that TXU Corp.. KKR and TPG had entered into a confidentiality
agreement and were in the midst of preliminary due diligence on TXU Corp. On January 5, 2007, Mr. Wilder
advised Mr. Ranger that KKR and TPG appeared to have a serious interest in making a proposal to acquire the entire
company. In early January 2007, Mr. Wilder advised the entire Board of Directors of KKR and TPG’s interest. On
January 18, 2007, KKR and TPG oralty advised Mr. Wilder that they believed that if they were given several weeks
of more extensive due diligence and an opportunity to arrange debt financing they could make by the end of
February a fully financed cash offer to acquire TXU Corp. for $66.00 per share of Common Stock. KKR and TPG
also requested a period of exclusivity within which to prepare a proposal.

On January 22, 2007, the Board of Directors met telephonically to discuss the KKR/TPG proposal and how
TXU Corp. would respond to it. The Board of Dircctors decided at this meeting to permit KKR and TPG access to
additional due diligence information and 10 establish the Strategic Transactions Commitiee to evaluate the KKR/
TPG proposal along with and against TXU Corp.’s other stand alone and strategic alternatives. The Board of
Directors decided to form the Strategic Transactions Committee to facilitate the efficient and effective review of any
KKR/TPG proposal and to direct TXU Corp.’s dealings with KKR and TPG, including any negotiations with KKR
and TPG regarding a possible transaction. This committee was also formed in part in anticipation of the possibility
that management might be invited or required as a condition of an agreement to invest with KKR and TPG in
acquiring TXU Corp. The Board of Directors also decided they wished to preserve the flexibility of the Strategic
Transactions Committee and therefore not to grant KKR and TPG any period of exclusivity. The Board of Directors
was advised that KKR and TPG had not, to that date, made any proposal to TXU Corp. or management with respect
to management retention. and the Board of Directors determined to prohibit TXU Corp. management from
discussing any equity investment in the KKR/TPG transaction or future employment with TXU Corp. if a KKR/
TPG transaction should proceed unless and until authorized by the Board of Directors or the Strategic Transactions
Committee,

Following the Board of Directors meeting on January 22, 2007, TXU Corp. retained Credit Suisse and
Sullivan & Cromwell LLP (*Sullivan & Cromwell™) as its financial and legal advisors, respectively. In addition, the
Strategic Transactions Committee retained Cravath, Swaine & Moore LLP (“Cravath™) to act as legal advisor to the
Strategic Transactions Committee. On January 26, 2007, KKR and TPG confirmed in writing their $66.00 per share
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proposal and KKR and TPG were provided access to more detailed due diligence information and management
presentations. Due diligence then continued until shortly before the parties entered into the Merger Agreement,
including ongoing discussions among representatives of KKR and TPG and management regarding TXU Corp.’s
business operations and strategy, including TXU Corp.’s plans to construct 11 new coal-fueled generation facilities.

After its formation, the Strategic Transactions Committee requested that management and Credit Suisse assist
the Strategic Transactions Committee in considering TXU Corp.’s current business strategy and certain
modifications to that strategy, possible risks of pursuing the existing business strategy and potential
alternatives, the availability of alternative sale transactions and the potential risks to its business associated
with entering into a transaction with an entity formed by KKR and TPG. The Strategic Transactions Committee also
considered, over several meetings, the identity of other possible acquirors of TXU Corp., their likely degree of
interest in such a transaction, the ability and willingness of other potential acquirors to pay more than the KKR/TPG
proposal, regulatory issues potentially associated with these potential acquirors, the likelihood that such potential
acquirors could quickly complete due diligence and proceed with a transaction and the practical utility of a right to
seek higher bids after signing a merger agreement with a KKR/TPG entity. As a part of this process, the Strategic
Transactions Committee met seven times between January 22, 2007 and February 25, 2007 and its members had
additional conversations from time to time with each other and with management about these issues,

On February 9, 2007, counsel for TXU Corp. provided KKR and TPG with a proposed form of Merger
Agreement. Also on that date, the Strategic Transactions Committee and the Board of Directors retained Lazard as
their financial advisor in recognition of the possibility that Credit Suisse might ultimately participate in the
financing of the KKR/TPG transaction or any other potential transaction that TXU Corp. might pursue. Credit
Suisse and Lazard are collectively referred to in this proxy statement as TXU Corp.’s financial advisors.

On February 13, 2007, counsel for KKR and TPG provided comments on the proposed form of Merger
Agreement and from that date until the Merger Agreement was signed on the night of February 25, 2007 the parties
negotiated the Merger Agreement and related documents. Significant issues negotiated, in addition to price,
included the right of TXU Corp. to affirmatively seek higher offers after entering into the Merger Agreement, the
allocation, through the definition of what constitutes a Company Material Adverse Effect (as defined in the Merger
Agreement), of risks of adverse regulatory developments and changes in law after signing the Merger Agreement,
the nature and amount of the financial commitment KKR and TPG were prepared to make to TXU Corp. through the
Guarantee, the scope of TXU Corp.'s representations and warranties, the limitations on TXU Corp.’s conduct of its
business prior to the completion of the Merger, the right of TXU Corp. to pay a final interim dividend before closing,
the duration of the debt marketing period, the extent of limitations on the liability of KKR, TPG and Parent, and
limitations on the availability of specific performance against Parent and Merger Sub and the right of the Board of
Directors to change its recommendations to sharcholders in favor of the Merger.

On February 15, 2007, at the direction of the Strategic Transactions Committee, TXU Corp.’s advisors
requested that KKR and TPG increase their price for the acquisition of TXU Corp. and respond to a list of
significant concerns the Strategic Transactions Committee and their advisors identified with respect to the revised
Merger Agreement, based on the issues described in the preceding paragraph.

On February 17, 2007, KKR and TPG made a revised proposal to acquire TXU Corp. at a price of $69.00 per
share of Common Stock, and KKR and TPG’s advisors responded with their positions on the significant contract
issues. After consideration, the Strategic Transactions Committee instructed the advisors to TXU Corp. and the
Strategic Transactions Committee to consider strategies for obtaining the highest price available from KKR and
TPG and improving the key non-price contract terms. On February 20, 2007 the Strategic Transactions Committee
met, together with management and TXU Corp.’s and the Strategic Transactions Committee’s legal and financial
advisors, to discuss the revised proposal, TXU Corp.’s alternatives and whether KKR and TPG would potentially
pay a higher price. Afier extensive discussion among the Strategic Transactions Committee and such persons,
including consideration of the factors described above regarding other potential acquirors, the Strategic
Transactions Committee determined to seek a higher price from KKR and TPG and concessions from KKR
and TPG on key non-price terms, rather than opening vp a broader auction process. The Strategic Transactions
Committee vltimately authorized Lazard and Credit Suisse to indicate that the committee would support a $70.00
per share of Common Stock proposal with agreement terms that allocated to buyers the risk of change in law, other
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than to the extent a material baseload generation divestiture results in a material adverse effect on TXU Corp. and
other specified terms. In response to this proposal, KKR and TPG proposed increasing the price to $69.25 per share
of Common Stock and accepting most of the risk of a change in law as requested by TXU Corp.. but did not agree to
several of TXU Corp.’s other requested contract changes. The Strategic Transactions Committee discussed the
revised proposal with TXU Corp.’s and the Strategic Transactions Committee’s advisors and discussed whether
KKR and TPG might be willing to further increase their price. TXU Corp.’s financial advisors indicated that they
did not believe, based on their discussions as of that date with KKR and TPG, that further price increases would be
forthcoming from KKR and TPG. The Strategic Transactions Committee concluded that $69.25 per share of
Common Stock was superior to TXU Corp.’s other available alternatives and determined to recommend to the
Board of Directors a price of $69.25 per share of Common Stock on the terms being discussed. Also on February 20,
the Strategic Transactions Committee gave permission for our Chief Executive Officer to discuss with KKR and
TPG his willingness to remain with the Company following any transaction.

On February 21, 2007, the Board of Directors met, together with management, members of the Strategic
Transactions Committee, Sullivan & Cromwell and TXU Corp.’s and the Strategic Transactions Committee’s legal
and financial advisors to discuss the status of negotiations with KKR and TPG and TXU Corp.’s alternatives. After
extensive discussion, the Board of Directors concluded there was a sufficient probability of reaching a final
agreement to consent to having KKR and TPG begin meeting with state government officials. Also on February 21,
al the request of the Board of Directors, TXU Corp.’s counsel advised counsel for KKR and TPG, that any
conversations with management regarding their willingness to remain with TXU Corp. following a transaction must
be completed before commencement of meetings with any government officials regarding the transaction. TXU
Corp.’s counsel also indicated that, after KKR and TPG had started meeting with government officials and other
stakeholders, no further discussions with management on these topics would be permitted at least until the “go
shop™ process was well underway. That evening, representatives of KKR and TPG had a conversation with our
Chief Executive Officer in which they discussed KKR and TPG’s general philosophy on post-closing management
investment and compensation arrangements. KKR, TPG and our Chief Executive Ofticer did not propose or discuss
any specific arrangements for any members of the senior management team and KKR and TPG did not ask for or
receive any commitment relating to any members of the senior management team remaining with TXU Corp. after a
transaction.

Beginning on February 22, 2007, representatives of KKR, TPG and TXU Corp. met with certain Texas state
government officials to brief them on the potential transaction and KKR and TPG’s proposed approach to ownership
and operations of TXU Corp. Also during this time, negotiation of final Merger Agreement terms continued.

On February 24 and 25, 2007, the Board of Directors held telephonic meetings during which it reviewed with
management and TXU Corp.’s and the Strategic Transactions Committee’s legal and financial advisors a summary
of the negotiations of the proposed Merger Agreement, the terms and conditions of the proposed Merger
Agreement, the terms of the debt financing being considered by the investor group led by KKR and TPG, and
the interests of officers and certain directars in the proposed Merger. In addition, Cravath reviewed with the Board
of Directors its fiduciary duties in considering and acting on the proposed Merger Agreement. At the February 24,
2007 meeting of the Board of Directors, each of Credit Suisse and Lazard separately reviewed with the Board of
Directors its financial analysis of the Per Share Merger Consideration. At the February 25, 2007 meeting of the
Board of Directors, Credit Suisse delivered to the Board of Directors and the Strategic Transactions Committee an
oral opinion, which was confirmed by delivery of a written opinion dated February 25, 2007, to the effect that, as of
that date and based upon and subject to various assumptions and limitations described in its opinion, the Per Share
Merger Consideration to be received by holders of shares of Common Stock was fair, from a financial point of view,
to such holders. Also, on February 25, 2007, Lazard delivered to the Board of Directors and the Strategic
Transactions Committee an oral opinion, which was confirmed by delivery of a written opinion dated February 25,
2007, to the effect that, as of that date and based upon and subject to certain assumptions, procedures, factors,
limitations and qualifications set forth therein, the Per Share Merger Consideration to be paid to the holders of
shares of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded Shares, which are described
below) pursuant to the Merger was fair. from a financial point of view, to such holders. Thereafter the Strategic
Transactions Cormnmittee unanimously recommended that the Board of Directors approve the Merger pursuant to the
Merger Agreement. The Board of Directors unanimously {excluding Dr. E. Gail de Planque who, to avoid any
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perception of a potential conflict of interest arising out of her historical professional relationships within the
industry, based upon the advice of outside counsel to both TXU Corp. and the Strategic Transactions Committee and
the recommendation of the Board of Directors, recused herself from all discussions about the Merger) approved the
Merger Agreement and the transactions contemplated in the Merger Agreement, including the Merger, and
unanimously (by all directors voting) recommended that shareholders vote to approve the Merger Agreement. No
member of the Board of Directors (other than Dr. de Planque) had any material pre-existing business or professional
relationships with KKR, TPG or any of their respective partners.

Following the February 25, 2007 meeting of the Board of Directors, on the night of February 25, 2007, TXU
Corp., Parent and Merger Sub executed the Merger Agreement, Parent and Merger Sub’s financing sources
executed a debt commitment letter in favor of Merger Sub, affiliates of KKR, TPG, JP Morgan, Citigroup and
Morgan Stanley executed equity commitment letters in favor of Parent, and affiliates of KKR, TPG, Citigroup and
Morgan Stanley executed limited guarantees in favor of TXU Corp.

On February 26, 2007, prior to the opening of trading on the NYSE and the Chicago Stock Exchange, TXU
Corp., KKR, TPG and Goldman Sachs & Co. issued a joint press release announcing the transaction.

The Merger Agreement provides that, until 12:01 a.m., Eastern Standard Time, on April 16, 2007, TXU Corp.
was permitted to initiate, solicit and encourage acquisition proposals for TXU Corp. (including by way of providing
information), and to enter into and maintain discussions or negotiations with respect to acquisition proposals for
TXU Corp. or otherwise cooperate with or assist or participate in or facilitate any inquiries, proposals, discussions
or negotiations with respect to any such acquisition proposal. During the period prior to April 16, 2007, Lazard
conducted the “go-shop” process on behalf of TXU Corp. and solicited interest from over 70 potential purchasers,
including U.S. utility companies, non-U.S. utility companies, other energy companies and financial sponsors and
infrastructure investors. TXU Corp. entered into confidentiality agreements with ten of these entities and provided
them confidential information regarding TXU Corp. and its subsidiaries. TXU Corp. entertained expressions of
interest from potential purchasers interested in less than all of TXU Corp. in an effort to combine parties interested
in different components of TXU Corp.’s businesses. No participant that entered into a confidentiality agreement
submitted a proposal for TXU Corp. as an entirety and no party contacted expressed interest in doing so at 4 price
competitive with the $69.25 Per Share Merger Consideration. TXU Corp. also did not receive any expressions of
interest in any businesses of TXU Corp. at valuation levels that suggested the possibility of a transaction that would
yield value for TXU Corp.’s shareholders competitive with the $69.25 Per Share Merger Consideration. At the
conclusion of this process, the Board of Directors determined that no proposal was received that could reasonably
be expected to result in a proposal more favorable to TXU Corp.’s shareholders from a financial point of view than
the Merger.

In connection with the preparation of this proxy statement and as a result of, among other things, the period of
time that had transpired since the February 2007 date of the Merger Agreement and, changes in the market price for
natural gas and trading prices of our peer companies since that date, the Board of Directors requested that the
Strategic Transactions Commitiee work with TXU Corp. management and Lazard to update and refresh its views
on: (i) TXU Corp.’s alternatives to the Merger and the potential value to shareholders of those alternatives; and
(ii) the impact of changes in the market on the advisability of the Board of Directors recommending approval of the
Merger Agreement. The Chairman of the Strategic Transactions Committee met on June 12, 2007 with Lazard and
the legal advisors for TXU Corp. and the Strategic Transactions Committee to discuss the work that would be
requested of Lazard and TXU Corp. management. The Chairman of the Strategic Transactions Committee later
conferred with each member of that Committee and with TXU Corp. management and agreed on a scope of updated
information to be provided to the Strategic Transactions Committee and the Board of Directors. The Strategic
Transactions Committee met on July 9, 2007 and received a description from Sullivan & Cromwell regarding the
duties of directors in making a recommendation to shareholders and the terms of the Merger Agreement relating to
that recommendation, including the provisions relating to a potential $t billion payment to Parent if the
recommendation is changed. In addition, the Strategic Transactions Commitiee received presentations from
TXU Corp. management and a presentation of preliminary financial information from Lazard. The Strategic
Transactions Committee discussed the factors affecting a decision to recommend approval of the Merger
Agreement to TXU Corp. shareholders. The Strategic Transactions Committee also requested that Lazard
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deliver to the Board of Directors and the Strategic Transactions Committee an updated opinion of the fairness, from
~ afinancial point of view, to the holders of shares of Common Stock of the Per Share Merger Consideration to be paid
to such holders of shares of Common Stock pursuant to the Merger and resolved to recommend to the Board of
Directors that the Board of Directors recommend approval of the Merger Agreement to TXU Corp.’s shareholders,
if it was Lazard’s updated opinion that the Per Share Merger Consideration was fair, from a financial point of view,
to such holders of shares of Common Stock.

On July 12, 2007, the Board of Directors met and received a description from Sullivan & Cromwell regarding
the duties of directors in making a recommendation to shareholders and the terms of the Merger Agreement relating
to that recommendation, including the provisions relating to a potential $1 billion payment to Parent if the
recommendation is changed, and received presentations from management and Lazard. Lazard delivered to the
Board of Directors and the Strategic Transactions Committee an oral updated opinion, which was confirmed by
delivery of a written updated opinion dated July 12, 2007, to the effect that, as of that date and based upon and
subject to certain assumptions, procedures, factors, limitations and qualifications set forth therein, the Per Share
Merger Consideration 1o be paid to the holders of shares of Commen Stock (other than (x) Parent’s affiliates or
(y) holders of Excluded Shares, which are described below) pursuant to the Merger was fatr, from a financial point
of view, to such holders. After discussion of the various changes in the marketplace and in TXU Corp.’s businesses
since February 2007 and after receiving the recommendation of the Strategic Transactions Committee, the Board of
Directors resolved to recommend that shareholders vote to approve the Merger Agreement.

Reasons and Recommendation of the Board of Directors
Reasons for the Recommendation of the Board of Directors

In the course of making its decision to approve the Merger Agreement and recommend that TXU Corp.’s
shareholders vote “FOR” the approval of the Merger Agreement in February 2007, the Board of Directors, with
Dr. E. Gail de Planque recusing herself from the deliberations and vote, to avoid any perception of a potential
conflict of interest arising out of her historical professional relationships within the industry, based upon the advice
of outside counsel to both TXU Corp. and the Strategic Transactions Committee and the recommendation of the
Board of Directors, considered the recommendation of its Strategic Transactions Committee and a number of other
factors, The material factors considered by the Board of Directors in February 2007 were the same factors
considered by the Strategic Transactions Committee in arriving at its decision to recommend the Merger to the
Board of Directors (other than the recommendation of the Strategic Transactions Commiltee as set out in the
seventh bullet below) and included the following:

» the $69.25 Per Share Merger Consideration represented an approximately 25% premium to the average
closing price of Common Stock for the 20-trading-day period ending on February 22, 2007, the last full
trading day before press speculation about a possible merger transaction, an approximately 20% premium
to the closing price of the Common Stock on February 22, 2007 and a small premium to the 52-weck high
trading price for Common Stock; :

+ the $69.25 Per Share Merger Consideration represented a premium to the values the Board of Directors
believed, after consultation with management and the financial advisors to TXU Corp. and the Strategic
Transactions Committee and presentations from management, would reasonably be likely 1o result from
the execution of TXU Corp.’s current business plan or any identified modification or alternative to that
business plan; :

= in addition to the premium provided to TXU Corp.’s shareholders through the $69.23 Per Share Merger
Consideration, the Merger removes the shareholders’ exposure to the risks inherent in continuing as a
public company, including operational and regulatory risks associated with TXU Corp.’s planned
construction of new coal-fueled electric generation facilities, risks of changes in government
regulation at the federal and state levels, including, but not limited to, potential environmental related
restrictions that could reduce the value of TXU Corp.’s assets, and risks resulting from the sensitivity of the
market value of TXU Corp.’s generating assets to the price of natural gas;
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the future natural gas prices embedded in the implied value of TXU Corp.’s generation assets based on the
$69.25 Per Share Merger Consideration were higher than the future prices TXU Corp. management
believed were likely, 1aking into account the inherently unpredictable factors that impact long-term natural
gas prices;

the opinion of Credit Suisse, dated February 25, 2007, to the Board of Directors and its Strategic
Transactions Committee as to the fairness, from a financial point of view and as of the date of the opinion,
of the Per Share Merger Consideration to be received by the holders of Commen Stock, and the financial
presentation in connection therewith, as more fully described below under “Opinion of Credit Suisse
Securities (USA) LLC™;

the opinion of Lazard, dated February 25, 2007. to the Board of Directors and its Strategic Transactions
Committee to the effect that, as of that date and based upon and subject to certain assumptions, procedures,
factors, limitations and qualifications, the Per Share Merger Consideration to be paid to the holders of
shares of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded Shares, which are
described below) pursuant to the Merger was fair from a financial point of view, to such holders, and the
financial presentation in connection therewith, as more fully described below under “Opinions of Lazard
Fréeres & Co. LLC — Initial Opinion Dated February 25, 2007";

the recommendation of the Strategic Transactions Committee in favor of the Merger to the full Board of
Directors, which retlected the results of seven Strategic Transactions Committee meetings which were also
attended by management and legal and financial advisors to TXU Corp. and to the Strategic Transactions
Committee as well as private deliberations and discussions among members of the Strategic Transactions
Committee regarding the advantages and disadvantages of proceeding with the Merger;

the terms of the Merger Agreement, which the Board of Directors believed minimized, to the extent
reasonably practical, the risk that a condition to closing would not be satisfied and provided reasonable
flexibility to operate TXU Corp.’s business during the pendency of the Merger;

the right of TXU Corp. under the Merger Agreement to solicit superior acquisition proposals from third
parties until April 16, 2007 and the right to receive and consider unsolicited proposals thereafter until
approval of the Merger Agreement by TXU Corp.’s shareholders, including the right to ‘terminate the
Merger Agreement to accept a superior proposal;

the amount of the termination fee required to be paid by TXU Corp. to Parent in order to accept a superior
proposal and the fact that a lower termination fee of $375 million is payable in respect of transactions
solicited and negotiated during the pre-April 16, 2007 “go shop” period;

the fact that the debt commitment letter obtained by Merger Sub indicated a strong commitment on the part
of lenders with few conditions that would permit lenders to terminate their commitment;

the right under the Merger Agreement of the Board of Directors, under certain circumstances, to change its
recommendation that its shareholders vote in favor of approval of the Merger Agreement, subject to the
payment to Parent of a termination fee of $925 million, or in certain circumnstances $1 billion, or
approximately 3% of the equity value of the Merger;

the right of TXU Corp.’s shareholders to exercise rights of dissent and appraisal;

the fact that TXU Corp.’s management had no agreements with Parent regarding future employment and
therefore would have been free to work with any competing bidders that emerged during the “go shop”
process; and

the fact that, under certain circumstances, TXU Corp. would not be required to establish damages in the
event of a failure of the Merger to be completed as a result of the terms of the $1 billion termination fee
payable by Parent and guaranteed by Parent’s equity owners.
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The Board of Directors also considered and balanced against the potential benefits of the Merger a number of
potentially adverse factors, including the following:

» the risk that the Merger might not be completed in a timely manner, or at all, including the risks of adverse
regulatory or other governmental reactions or that the financing contemplated by the debt financing
commitments is not obtained, along with the risk that the transaction could prompt regulatory or legislative
actions that could prevent the Merger and adversely affect the ongoing regulatory position of TXU Corp.;

+ the loss of the opportunity for TXU Corp.’s shareholders to benefit from the possibility that the future price
of natural gas will be higher than anticipated as of the date of the Merger Agreement and other factors that
could favorably affect the potential future earnings of TXU Corp. and the value of TXU Corp.;

» the fact that Parent is a newly-formed limited partnership and Merger Sub is a newly formed corporation
with essentially no assets and that any remedy in the event of breach of the Merger Agreement by Parent or
Merger Sub, even a breach that is deliberate or willful, is limited to a maximum of $1 billion and is
guaranteed by certain investors in Parent;

e the interest of certain directors and executive officers of TXU Corp. as described under “The Merger —
Interests of our Directors and Executive Officers in the Merger”,

+ the fact that the Merger Agreement was entered into without any pre-signing market check, although the
Merger Agreement would permit a post-signing market check through the “go-shop” with a limited
termination fee; and :

» the fact that the Per Share Merger Consideration will be taxable to TXU Corp.’s U.S. shareholders.

In addition to the factors above, in making its recommendation in this proxy statement that TXU Corp.’s
shareholders approve the Merger Agreement, the Strategic Transactions Committee and the Board of Directors
considered that since the February 25, 2007 signing of the Merger Agreement there had been changes that could
affect the advisability of recommending the Merger Agreement to shareholders. These changes included the
completion of the “go shop” auction process without receipt by TXU Corp. of any superior proposal, changes in the
trading prices for other electricity generation and distribution companies and the company’s financial projections,
general incredses in the current trading prices and projected future trading prices for natural gas and electric power,
adverse developments in the regulatory environment in Texas and nationally, and an increase in prevailing interest
rates. To assess the effects of these and other changes, the Strategic Transactions Committee and the Board of
Directors received presentations from TXU Corp. management and Lazard and also received Lazard’s updated
opinion. After considering these changes, presentations and Lazard’s updated opinion, the Strategic Transactions
Committee and the Board of Directors reached the following conclusions:

+  Although itis not possible to know what TXU Corp.’s unaffected stock trading price would be if the Merger
had not been announced, the Strategic Transactions Committee and the Board of Directors believe the
$69.25 Per Share Merger Consideration still represents a meaningful premium to TXU Corp.’s likely
unaffected stock trading price after taking these changes into consideration;

+ Trading prices of stocks used as comparables for purposes of calculating the implied unaffected stock
trading price for TXU Corp. referred to in the prior bullet have experienced a high level of volatility since
February. In many cases, key factors that have benefited the prices of some of the comparable stocks are
not factors that might positively impact TXU Corp.’s valuation. In addition, assessing comparability of
companies in similar businesses is difficult because of factors such as the size and duration of out-of-the-
money hedging positions, provider of last resort (POLR) obligations and exposure to capacity auctions.
Furthermore, the prices of the comparable stocks likely have been favorably impacted by the fact that TXU
Corp. entered into the Merger Agreement;

+ The value of TXU Corp. is significantly affected by the price of natural gas and expectations regarding the
price of natural gas because rising natural gas prices typically result in an increase the market price of
electricity within the ERCOT market, which in turn increases the value of TXU Corp.’s coal and nuclear
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fueled generation plants. The Strategic Transactions Committee and the Board of Directors noted that:
(1} natural gas prices and natural gas price expectations have risen considerably from February 25, 2007
through mid July 2007, such that the value of TXU Corp. has been positively impacted: (2) the increase in
value is mitigated due to the fact that TXU Corp.’s exposure to natural gas prices, and its ability to benefit
from price increases, is substantially hedged through 2012; (3) notwithstanding the recent changes, long-
term natural gas prices remain subject to the same degree of unpredictabitity and risk considered by the
Strategic Transactions Committee and the Board of Directors in February 2007; and (4) to the extent that
natural gas prices do increase on a sustained basis, it is possible that these increases would not result in
higher value to TXU Corp.’s shareholders because of the risk that actions by suppliers and regulators and
other market factors would reduce that economic value;

The natural gas price assumptions that TXU Corp. management believes are implicit in the Per Share
Merger Consideration suggest higher natural gas price assumptions than TXU Corp. management believes
are implicit in the current market value of the stocks of comparable companies;

The value per kilowatt of TXU Corp.’s baseload generation assets that TXU Corp. management believes is
implicit in the Per Share Merger Consideration suggests a higher valuation of the baseload generation
assets than TXU Corp. management believes is implicit in the current market value of the stocks of
comparable companies, although the gap is narrower than it was in February;

The “go shop” process was conducted during the time period in which most of the increase in value of
comparable stocks and in natural gas prices occurred, which suggests that potential buyers would have
been able to take those higher values into account in determining whether a bid in excess of $69.25 was
feasible:

The results of the “go-shop™ process and new laws in Texas that would likely require PUCT approval of any
direct or indirect change in control of Oncor suggest that it could be more difficult in the future to obtain a
transaction that would realize a premium to the trading value of the Common Stock. Also, TXU Corp.’s
size limits the universe of potential buyers and the “go shop™ process did not identify any potential buyer
that was willing to make an offer to acquire TXU Corp. at a per share price higher than the Per Share
Merger Consideration;

Although the 2007 Texas legislative session closed without the passage of legislation that significantly
negatively impacted TXU Corp.’s businesses, the regulatory environment in Texas is less favorable than
wis believed in February 2007 as reflected in (1) the adoption of legislation likely requiring prior PUCT
approval for any future direct or indirect acquisition of Oncor, (2} introduction of legislation that. if passed,
would have required the structural separation of TXU Corp.’s generation, distribution and retail businesses
and divestiture of significant wholesale power generation assets, and allowed the PUCT to cap retail
electric prices, (3) intense focus on reduction of retail electricity prices, (4) suspension of the InfrastruX
outsourcing joint venture and {5) the proposed $2 10 million fine, an amount substantially greater than any
other fine proposed by the PUCT, for alleged market behavior by Luminant Energy in 2005, The Strategic
Transactions Committee and the Board of Directors concluded that this regulatory environment increases
the risk of TXU Corp. failing to realize future financtal projections and could affect the ability of Luminant
or TXU Energy to fully realize the economic benefits and offset the additional costs of potentially higher
long-term natural gas prices;

If the Merger is not approved by TXU Corp.’s shareholders or is not completed for other reasons, the
alternative business plan that seems likely to create the most value for TXU Corp.’s sharcholders would
involve the separation of TXU Corp.'s businesses into three separate public companies — one that would
own the regulated transmission and distribution businesses of Oncor, another that would own the bascload
power generation and the wholesale businesses of Luminant, and one that would be a helding company that
would own the retail business and related assets of TXU Energy and could have a power supply agreement
with Luminant Energy or could own, in separate subsidiaries, some or all of the natural gas-fueled
generation plants currently owned by Luminant Power. Certain aspects of this restructuring could require
PUCT approval. Also, the separation of TXU Corp.’s businesses would involve significant transaction
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costs, expose each of the newly separate companies to business risks arising out of their smaller scale and
less diversified business mix as compared to TXU Corp. today; and this restructuring does not generate as
much aggregate projected EBITDA in the years 2008 through 2011 (even if transaction costs are excluded)
as compared to management's February 2007 forecasts and still results in a valuation that is likely to be
inferior to the $69.25 Per Share Merger Consideration;

»  Since February 2007, the expected value to TXU Corp.’s shareholders of the alternative business plan that
seems likely to create the most value for TXU Corp.’s shareholders has been reduced by a number of
factors including: (1) the likelihood of substantial delays in obtaining approvals necessary to construct the
three new coal-fueled generation units (or “reference plants”) that the Strategic Transactions Committee
and Board of Directors believed were possible in February, together with higher than expected retail price
discounts and other retail concessions, such as rebates, (2) higher than anticipated equipment costs, net of
salvage values associated with the suspension of development of eight of the eleven planned coal-fueled
units and (3) increases in shipping costs for coal and in the cost of uranium fuel for nuclear generating
facilivies;

+ Interest rates have increased approximately one-half percent since February 25, 2007 and increasing
interest rates tend to reduce the value of regulated electric utilities such as Oncor; and

+ The downturn in the leveraged debt capital markets, combined with the increase in interest rates described
above, will make it more difficult for financial or other buyers to arrange debt financing that would permit
an alternative cash transaction at a price superior to the $69.25 Per Share Merger Consideration.

In connection with its recommendations, each of the Strategic Transactions Committee and the Board of
Directors considered the oral opinion of Lazard delivered on July 12, 2007, which was later confirmed in writing, to
the effect that as of July 12, 2007 and based upon and subject to certain assumptions, procedures, factors, limitations
and qualifications, the Per Share Merger Consideration to be paid to the holders of shares of Common Stock (other
than (x) Parent’s affiliates or (y) holders of Excluded Shares) pursuant to the Merger was fair, from a financial point
of view, to such holders, and the financial presentation in connection therewith, as more fully described below under
“Qpinions of Lazard Fréres & Co. LLC — Updated Opinion Dated July 12, 2007 as an additional factor supporting
their decision to recommend that TXU Corp.'s shareholders vote to approve the Merger Agreement.

After taking into account the factors set forth above, as well as others, the Board of Directors concluded in
February 2007 and confirmed on July 12, 2007 that the benefits of the Merger outweigh the risks and that the Merger
Agreement and the Merger are advisable and in the best interests of TXU Corp. and its shareholders. The Board of
Directors has approved the Merger Agreement and unanimously recommends that TXU Corp.’s shareholders vote
to approve the Merger Agreement.

The Board of Directors did not assign relative weights to the factors above or the other factors considered by it.
In addition, the Board of Directors did not reach any specific conclusions on each factor considered, but conducted
an overall analysis of these factors. Individual members of the Board of Directors may have given different weight
to different factors.

Board of Directors’ Recommendation to Shareholders

After careful consideration and following receipt of the unanimous recommendation of the Strategic
Transactions Committee, and taking into account the factors outlined above, the Board of Directors
unanimously recommends that our shareholders vote “FOR” the approval of the Merger Agreement.
The Board of Directors also recommends that TXU Corp.’s shareholders vote “FOR” any proposal by TXU Corp.
to adjourn or postpone the annual meeting, if determined to be necessary.

Opinion of Credit Suisse Securities.(USA) LLC

TXU Corp. retained Credit Suisse to act as its financial advisor in connection with the Merger. In connection
with Credit Suisse’s engagement, Credit Suisse was requested to evaluate the fairness, from a financial point of
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view, of the Per Share Merger Consideration to be received by the holders of Common Stock. On February 25, 2007,
at a meeting of the Board of Directors held to evaluate the proposed Merger, Credit Suisse rendered an oral opinion,
which opinicn was confirmed by delivery of a written opinion dated February 25, 2007, to the effect that, as of that
date and based on and subject to the considerations described in its opinion, the Per Share Merger Consideration was
fair, from a financial point of view, to holders of Common Stock. The Strategic Transactions Committee was
provided the opinion on the basis of it being an administrative committee of the Board of Directors that was not
established as a special independent commitiee for purposes of evaluating a possible conflicied or similar
transaction.

The full text of Credit Suisse’s written opinion, dated February 25, 2007, to the Board of Directors and
its Strategic Transactions Committee, which sets forth, among other things, the procedures followed,
assumptions made, matters considered and limitations on the scope of review undertaken by Credit
Suisse in rendering its opinion, is attached as Annex B and is incorporated into this proxy statement by
reference in its entirety. Holders of Common Stock are encouraged to read this opinion carefully in its
entirety. Credit Suisse’s opinion was provided to the Board of Directors and its Strategic Transactions
Committee for their information in connection with their evaluation of the Per Share Merger Consideration
and relates only to the fairness of the Per Share Merger Consideration from a financial point of view, does not
address any other aspect of the proposed Merger and does not constitute a recommendation to any
shareholder as to how such shareholder should vote or act with respect to any matters relating to the
Merger. The summary of Credit Suisse’s opinion in this proxy statement is qualified in its entirety by
reference to the full text of the opinion.

In arriving at its opinion, Credit Suisse reviewed the Merger Agreement as well as certain publicly available
business and financial information relating to TXU Corp. Credit Suisse also reviewed certain other information
relating to TXU Corp., including financial forecasts under alternative business scenarios and commadity pricing
assumptions, provided to or discussed with Credit Suisse by TXU Corp., and met with TXU Corp.’s management to
discuss TXU Corp.’s business and prospects. Credit Suisse also considered certain financial and stock market data
of TXU Corp. and compared that data with similar data for other publicly held companies in businesses Credit
Suisse deemed similar to that of TXU Corp., and Credit Suisse considered, to the extent publicly available, the
financial terms of certain other business combinations and other transactions recently effected or announced. Credit
Suisse also considered such other information, financial studies, analyses and investigations and financial,
economic and market criteria which it deemed relevant,

In connection with its review, Credit Suisse did not assume any responsibility for independent verification of
any of the foregoing information and relied on such information being complete and accurate in ail material
respects. With respect to the financial forecasts for TXU Corp. which Credit Suisse reviewed, TXU Corp.’s
management advised Credit Suisse, and Credit Suisse assumed, that such forecasts were reasonably prepared on
bases reflecting the best currently available estimates and judgments of TXU Corp.’s management as to TXU
Corp.’s future financial performance under the alternative business scenarios reflected in such forecasts. With
respect Lo the alternative commeodity pricing assumptions that Credit Suisse reviewed, Credit Suisse was advised by
TXU Corp.’s management, and Credit Suisse assumed, that they were a reasonable basis on which to evaluate TXU
Corp.’s future financial performance and were appropriate for Credit Suisse to utilize in its analyses. Credit Suisse
also assumed, with TXU Corp.’s consent, that, in the course of obtaining any regulatory or third party consents,
approvals or agreements in connection with the Merger, no delay, limitation, restriction or condition would be
imposed that would have an adverse effect, in any respect material to Credit Suisse’s analyses, on TXU Corp. or the
Merger and that the Merger would be completed in accordance with the terms of the Merger Agreement without
waiver, modification or amendment of any material term, condition or agreement. Credit Suisse was not requested
to make, and did not make, an independent evaluation or appraisal of TXU Corp.’s assets or liabilities, contingent or
otherwise, and Credit Suisse was not furnished with any such evaluations or appraisals. Credit Suisse’s opinion
addressed only the fairness, from a financial point of view and as of the date of the opinion, to the holders of
Common Stock of the Per Share Merger Consideration and does not address any other aspect or implication of the
Merger or any other agreement, arrangement or understanding entered into in connection with the Merger or
otherwise. Credit Suisse was not requested to, and did not, solicit third party indications of interest in acquiring all
or any part of TXU Corp.; however, Credit Suisse was advised that TXU Corp. would solicit such indications of
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interest from potential buyers for a limited period after the date of the Merger Agreement as permitted under the
provisions of the Merger Agreement. Credit Suisse’s opinion was necessarily based upon information made
available to it as of the date of its opinion and financial, economic, market and other conditions as they existed and
could be evaluated on the date of its opinion, including assumptions as to future commodity fuel prices which are
subject to significant volatility and which, if different than as assumed, could have a material impact on Credit
Suisse’s analyses. Credit Suisse’s opinion did not address the relative merits of the Merger as compared to
alternative transactions of strategies that might be available to TXU Corp., nor did it address the underlying business
decision of TXU Corp. to proceed with the Merger. Except as described above, TXU Corp. imposed no other
limitations on Credit Suisse with respect to the investigations made or procedures followed in rendering its opinion.

In preparing its opinion, Credit Suisse performed a variety of financial and comparative analyses, including
those described below. The summary of Credit Suisse’s analyses described below is not a complete description of
the analyses underlying Credit Suisse’s opinion. The preparation of a faimess opinion is a complex process
involving various determinations as to the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances and, therefore, a fairness opinion is not readily
susceptible to partial analysis or summary description. Credit Suisse arrived at its ultimate opinion based on the
results of all analyses undertaken by it and assessed as a whole and did not draw, in isolation, conclusions from or
with regard to any one factor or method of analysis. Accordingly, Credit Suisse betieves that its analyses must be
considered as a whole and that selecting portions of its analyses and factors or focusing on information presented in
tabular format, without considering all analyses and factors or the narrative description of the analyses, could create
a misleading or incomplete view of the processes underlying its analyses and opinion.

In its analyses, Credit Suisse considered industry performance, general business, economic, market and
financial conditions and other matters, many of which are beyond TXU Corp.’s control. No company, transaction or
business used in Credit Suisse’s analyses as a comparison is identical to TXU Corp. or the proposed Merger, and an
evaluation of the results of those analyses is not entirely mathematical. Rather, the analyses involve complex
considerations and judgments concerning financial and operating characteristics and other factors that coutd affect
the acquisition. public trading or other values of the companies, business segments or transactions analyzed. The
estimates contained in Credit Suisse’s analyses and the ranges of valuations resulting from any particular analysis
are not necessarily indicative of actual values or predictive of future results or values, which may be significantly
more or less favorable than those suggested by the analyses. In addition, analyses relating to the value of businesses
or securities do not purport to be appraisals or to reflect the prices at which businesses or securities actually may be
sold. Accordingly, the estimates used in, and the results derived from, Credit Suisse’s analyses are inherently subject
to substantial uncertainty.

Credit Suisse was not requested to, and it did not, recommend the specific consideration payable in the
proposed Merger, which consideration was determined through negotiations between TXU Corp., on the one hand,
and KKR and TPG, on the other hand, and the decision to enter into the Merger was solely that of the Board of
Directors. Credit Suisse’s opinion and financial analyses were only one of many factors considered by the Board of
Dircctors and its Strategic Transactions Committee in their evaluation of the proposed Merger and should not be
viewed as determinative of the views of the Board of Directors, the Strategic Transactions Commitiee or TXU
Corp.’s management with respect to the Merger or the Per Share Merger Consideration.

The following is a summary of the material financial analyses reviewed with the Board of Directors in
connection with Credit Suisse’s opinion dated February 25, 2007. The financial analyses summarized below
include information presented in tabular format. In order to fully understand Credit Suisse’s financial
analyses, the tables must be read together with the text of each summary. The tables alone do not constitute a
complete description of the financial analyses. Considering the data in the tables below without considering
the full narrative description of the financial analyses, including the methodologies and assumptions
underlying the analyses, could create a misleading or incomplete view of Credit Suisse’s financial analyses.
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Company Financial Analyses
Discounted Cash Flow Analysis

Credit Suisse performed a discounted cash flow analysis of TXU Corp. to calculate the estimated present value
of the unlevered, after-tax free cash flows that TXU Corp. could generate on a standalone basis from its operations at
its current leverage position, other than TXU Corp.’s Power Direct program and gas plant portfolio, during calendar
years 2007 through 2012. Estimated cash flows were based on internal estimates of TXU Corp.’s management,
including projected commodity fuel pricing assumptions utilized by TXU Coip.’s management, under three
alternative business scenarios regarding the number of coal plants to be constructed by TXU Corp. during the next
several years. These three alternative business scenarios consisted of a “no build” scenario which assumed no
additional coal plants would be constructed, a “base build™ scenaric which assumed five coal plants would be
constructed and a “full build” scenario which assumed 10 coal plants would be constructed. Credit Suisse calculated
terminal values of TXU Corp.’s operations (other than TXU Corp.’s Power Direct program and gas plant portfolio)
by applying to the calendar year 2012 estimated earnings before interest, taxes, depreciation and amortization
(“EBITDA™). attributable to those operations a range of terminal value EBITDA multiples of 7.0x to 8.25x, which
range of EBITDA terminal value multiples was derived taking into account the EBITDA trading multiples of the
integrated merchant power companies referred to below under “Selected Publicly Traded Companies Analysis™
adjusted for the impact of publicly disclosed below market contracts and projected rate case settlements. The
present value of the cash flows and terminal values of TXU Corp.’s operations (other than TXU Corp.'s Power
Direct program and gas plant portfolio) were calculated using discount rates ranging from 7.5% to 8.25%, which
range of discount rates was derived taking into account the weighted average cost of capital of those integrated
merchant power companies. The present values of TXU Corp.’s Power Direct program and gas plant portfolio were
based on internal estimates of TXU Corp.’s management. This analysis indicated the following implied per share
equity reference ranges for TXU Corp. under the alternative business scenarios referred to above, as compared to
the Per Share Merger Consideration:

Implied Per Share Equity Reference Ranges for TXU Corp.

No Build Base Build Full Build Per Share Merger Consideration
$50.42 - $61.31 $53.70 - $67.34 $48.36 - $63.55 $69.25

Credit Suisse also performed a discounted cash flow analysis of TXU Corp. as described above utilizing
alternative projected commodity fuel pricing assumptions based on New York Mercantile Exchange forward curve
pricing as of February 22, 2007. This analysis indicated the following implied per share equity reference runges for
TXU Corp. under each of the three alternative business scenarios referred to above, as compared to the Per Share
Merger Consideration:

Implied Per Share Equity Reference Ranges for TXU Corp.
No Build Base Build Full Build Per Share Merger Consideration

$52.99 - $64.44 $56.73 - $70.99 $51.72 - $67.60 $69.25
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Selected Public Companies Analvsis

Credit Suisse reviewed financial and stock market information of TXU Corp. and the following 10 selected
publicly traded companies, six of which are engaged in both regulated utility operations and unregulated wholesale
power generation. referred to as integrated merchant power companies, and four of which are primarily focused on
unregulated wholesale power generation, referred to as merchant generation companies:

Integrated Merchant Power Companies Merchant Generation Companies
= Allegheny Energy. Inc. ¢«  Dynegy Inc.
+ Constellation Energy Group, Inc. « Mirant Corporation
« Exelon Corporation + NRG Energy, Inc.
+  FirstEnergy Corp. + Reliant Energy. Inc.

» PPL Corporation
+  Public Service Enterprise Group Incorporated

Credit Suisse reviewed, among other things, enterprise values of the selected companies, calculated as market
value based on closing stock prices on February 23, 2007, plus debt, preferred stock and out-of-the-money
convertibles, less cash and cash equivalents, of the selected companies as multiples of calendar year 2007 estimated
EBITDA (adjusted for the impact of publicly disclosed below market contracts and projected rate case settlements)
and earnings before interest and taxes (“EBIT”). Credit Suisse also reviewed market values of the selected
companies based on closing stock prices on February 23. 2007 as a multiple of calendar year 2007 estimated net
income. Credit Suisse then applied a range of selected multiples of such financial data derived from the selected
companies of 7.0x to 8.25x in the case of calendar year 2007 estimated EBITDA, 9.0x to 11.0x in the case of
calendar year 2007 estimated EBIT and 13.5x to 15.5x in the case of calendar year 2007 estimated net income (o
corresponding data of TXU Corp. Financial data of the selected companies were based on publicly available
research analysts’ estimates and public filings. Financial data of TXU Corp. were based on internal estimates of
TXU Corp.’s management under the “base build” scenario described above and included TXU Corp.’s Power Direct
program and gas plant portfolio. This analysis indicated the following implied per share equity reference range for
TXU Corp., as compared to the Per Share Merger Consideration:

Implied Per Share Equity

Reference Range for TXU Corp. Per Share Merger Consideration
$54.80 - $71.93 $69.25

Selected Transactions Analysis

Credit Suisse reviewed the transaction values of the following four transactions in the power generation
industry publicly announced from July 21, 2004 through December 19, 2005:

Acquiror Target
e FPL Group, Inc. ¢ Constellation Energy Group, Inc
*» NRG Energy, Inc. + Texas Genco LLC
+ Exelon Corporation + Public Service Enterprise Group Incorporated

«  The Blackstone Group, Hellman & Friedman +  Texas Genco Holdings, Inc.
LLC. Kohlberg Kravis Roberts & Co. L.P.
and Texas Pacific Group

Credit Suisse reviewed, among other things, transaction values in the selected transactions as a multiple of
Jatest 12 months EBITDA. Credit Suisse then applied a range of selected latest 12 months EBITDA multiples
derived from the selected transactions of 7.0x to 9.0x TXU Corp.'s calendar year 2006 estimated EBITDA.
Financial data of the selected transactions were based on publicly available information at the time of
announcement of the relevant transactions. Financial data of TXU Corp. were based on internal estimates of
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TXU Corp.’s management and included TXU Corp.’s Power Direct program and gas plant portfolio. This analysis
indicated the following implied per share equity reference range for TXU Corp., as compared to the Per Share
Merger Consideration:

Implied Per Share Equity

Reference Range for TXU Corp. Per Share Merger Consideration
$53.73 - $76.22 $69.25
Miscellaneous

TXU Corp. selected Credit Suisse based on Credit Suisse’s qualifications, experience and reputation, and its
familiarity with TXU Corp. and its business. Credit Suisse is an internationally recognized investment banking firm
and is regularly engaged in the valuation of businesses and securities in connection with mergers and acquisitions,
leveraged buyouts, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted
securities, private placements and valuations for cotporate and other purposes.

TXU Corp. has agreed to pay Credit Suisse for its financial advisory services in connection with the Merger an
aggregate fee estimated to be approximately $37 million, $4 million of which was payable upon rendering its
opinion and approximately $33 million of which is contingent upon the completion of the Merger. If Credit Suisse
participates in Parent’s debt financing for the Merger, as is contemplated by the current debt commitment letter
described on page 84, the aggregate fee payable by TXU Corp. to Credit Suisse for its financial advisory services
would be reduced by $3 million. In addition, TXU Corp. has agreed to reimburse Credit Suisse for its reasonable
expenses, including fees and expenses of legal counsel and any other advisor retained by Credit Suisse. and to
indernnify Credit Suisse and related parties against certain liabilities and other items. including liabilities under the
federal securities laws, arising out of its engagement.

TXU Corp. requested that Credit Suisse and certain of its affiliates offer to provide, arrange, or otherwise assist
Parent and other potential buyers in obtaining, all or a portion of the linancing in connection with acquiring TXU
Corp., for which Credit Suisse and such affiliates would receive compensation. TXU Corp. has been advised that
Credit Suisse has committed to participate in part of Parent’s debt financing for the Merger. Credit Suisse and its
affiliates from time to time in the past have provided and currently are providing investment banking and other
financial services to TXU Corp., for which services Credit Suisse and its affiliates have received, and expect to

" receive, compensation. Credit Suisse and its affiliates also from time 10 time in the past have provided, currently are
providing and in the future may provide investment banking and other financial services to KKR, TPG, their
respective affiliates and certain of their respective portfolio companies, for which services Credit Suisse and its
affiliates have received, and may receive, compensation. In addition, Credit Suisse and certain of its affiliates and
certain of its and their respective employees and certain private investment funds affiliated or associated with Credit
Suisse have invested in affiliates of KKR and TPG. Credit Suisse is a full service securities firm engaged in
securities trading and brokerage activities as well as providing investment banking and other financial services. In
the ordinary course of business, Credit Suisse and its affiliates may acquire, hold or sell, for its and its affiliates” own
accounts and the accounts of customers, equity, debt and other securities and financial instruments (including bank
loans and other obligations) of TXU Corp., KKR. TPG and any other entities that may be involved in the Merger, as
well as provide investment banking and other financial services to such companies.

Opinions of Lazard Fréres & Co. LLC

Initial Opinion Dated February 25, 2007

Under an agreement dated February 9, 2007, as amended on July 13, 2007. the Special Transactions
Committee and the Board of Directors retained Lazard to act as their financial advisor in connection with the
Merger. As part of that engagement, the Special Transactions Committee and the Board of Directors requested that
Lazard evaluate the fairness, from a financial point of view, to the holders of shares of Common Stock (other than
(x) Parent’s affiliates or (y) holders of shares of Common Stock who have not voted such shares in favor of the
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Merger and who have otherwise taken all of the steps required by Subchapter H of Chapter 10 of the Texas Business
Organizations Code to properly exercise and perfect such shareholders’ dissenters rights {shares referred to in
clavse (y) being “Excluded Shares")) of the Per Share Merger Consideration to be paid to such holders pursuant to
the Merger. Lazard delivered an oral opinion to the Special Transactions Committee and the Board of Directors,
which opinion was subsequently confirmed by the delivery of a written opinion, dated February 25, 2007, to the
effect that, as of that date and based upon and subject to certain assumptions, procedures, factors, limitations and
qualifications set forth therein, the Per Share Merger Consideration to be paid to holders of shares of Common Stock
(other than (x) Parent’s affiliates or (y) holders of Excluded Shares) pursuant to the Merger was fair, from a financial
point of view, to such holders.

The full text of Lazard’s opinion, which sets forth the procedures followed, assumptions made, factors
considered and limitations and qualifications on the review undertaken in connection with the opinion, is
attached as Annex C to this proxy statement and is incorporated into this proxy statement by reference. The
following is a summary of Lazard’s opinion. The description of Lazard’s opinion set forth in this proxy
statement is qualified in its entirety by reference to the full text of Lazard’s opinion attached as Annex Cto
this proxy statement. Holders of shares of Common Stock are urged to read Lazard’s opinion carefully in its
entirety for a description of the procedures followed, assumptions made, factors considered and limitations
and qualifications on the review undertaken by Lazard in connection with its opinion.

Lazard’s opinion was directed only to the Special Transactions Committee and the Board of Directors
and only addresses the fairness, from a financial point of view, to the holders of shares of Common Stock
(other than (x) Parent’s affiliates or (y) holders of Excluded Shares) of the Per Share Merger Consideration
to be paid to such holders pursuant to the Merger. Lazard’s opinion did not address the merits of the
underlying decision by TXU Corp. to engage in the Merger or the relative merits of the Merger as compared
to other business strategies or transactions that might be available to TXU Corp. In that regard, Lazard was
not authorized to, and did not, solicit third party indications of interest in acquiring all or a part of TXU
Corp. or engaging in a business combination or any other strategic transaction with TXU Corp. in connection
with its engagement prior to the date of Lazard’s opinion. Lazard’s opinion was not intended to and does not
constitute a recommendation to any holder of Common Stock as to how such holder should vote with respect
to the Merger or any other matter relating thereto. Further, Lazard’s opinion was necessarily based on
economic, monetary, market and other conditions as in effect on, and the information made available to
Lazard as of, the date of its opinion, including, without limitation, the price of natural gas, which may be
subject to significant fluctuation between the date of Lazard’s opinion and the effective time of the Merger,
and thereafter. Lazard assumed no responsibility for updating or revising its opinion based on circumstances
or events occurring after the date of its opinion.

In connection with its opinion, Lazard:

«  feviewed the financial terms and conditions conained in the latest draft of the Merger Agreement reviewed
by Lazard;

» analyzed certain historical publicly available business and financial information relating to TXU Corp.;

« reviewed various financial forecasts and other data provided to Lazard by the management of TXU Corp.
relating to its businesses:

+  held discussions with members of the senior management of TXU Corp. with respect to the businesses and
prospects of TXU Corp.;

« reviewed public information with respect to certain other companies in lines of business Lazard believed to
be generally comparable to those of TXU Corp.;

« reviewed the financial terms of certain business combinations involving companies in lines of business
Lazard believed to be generally comparable to those of TXU Corp.;
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* reviewed the historical stock prices and trading volumes of Common Stock; and
* conducted such other financial studies, analyses and investigations as Lazard deemed appropriate.

Lazard relied upon the accuracy and completeness of the foregoing information, and Lazard did not assume
any responsibility for any independent verification of such information or any independent valuation or appraisal of
any of the assets or liabilities of TXU Corp., or concerning the solvency or fair value of TXU Corp., and Lazard had
not been furnished with any such valuation or appraisal prior to the delivery of its opinion. With respect to the
financial forecasts. Lazard assumed that they had been reasonably prepared on bases reflecting the best then
currently available estimates and judgments of the management of TXU Corp. as to the future financial
performance of TXU Corp. Lazard did not assume any responsibility for and expressed no view as to such
forecasts or the assumptions on which they were based.

In rendering its opinion, Lazard assumed that the Merger would be consummated on the terms described in the
Merger Agreement, without any waiver or modification of any material terms or conditions, including Parent’s or
Merger Sub’s obtaining the necessary financing to effect the Merger. Lazard further assumed that the executed
Merger Agreement would not differ in any material respect from the latest draft provided to Lazard prior to the
delivery of its opinion. In addition, Lazard assumed that the representations and warranties of TXU Corp. contained
in the Merger Agreement and all agreements related thereto were true and complete.

Lazard did not express any opinion as to any tax or other consequences that might result from the Merger, nor
did its opinion address any legal, tax, regulatory or accounting matters, as to which Lazard understood that the
Special Transactions Committee. the Board of Directors and TXU Corp. obtained such advice as they deemed
necessary from qualified professionals. Lazard’s opinion did not address the solvency or fair value of TXU Corp. or
any other entity, including under any state, federal or other applicable laws relating to bankruptcy, insolvency or
similar marters. Lazard did not express any opinion as to the price at which shares of Common Stock may trade
subsequent to the date of its opinion.

In preparing its opinion, Lazard performed a variety of financial and comparative analyses that it deemed to be
appropriate for this type of transaction, including those described below. The summary of Lazard’s analyses
described below is not a complete description of the analyses underlying Lazard’s opinion. The preparation of a
fairness opinion is a complex analytical process involving various determinations as to the most appropriate and
relevant methods of financial analyses and the application of those methods to the particular circumstances and,
therefore, is not readily susceptible to summary description. In arriving at its opinion, Lazard considered the results
of all the analyses as a whole and did not, and believes that one should not, attribute any particular weight to any
factor or analysis considered by it. Rather, Lazard made its determination as to fairness on the basis of its experience
and professional judgment after considering the results of all of the analyses,

In its analyses, Lazard considered industry performance, regulatory, general business, economic, market and
financial conditions and other matters, many of which are beyond the control of TXU Corp. No company,
transaction or business used in Lazard’s analyses as a4 comparison is identical to TXU Corp. or the Merger, and an
evaluation of the results of those analyses is not entirely mathematical. Rather, the analyses involve complex
considerations and judgments concerning financial and operating characteristics and other factors that could aftect
the acquisition, public trading or other values of the companies, business segments or transactions analyzed. The
estimates contained in Lazard’s analyses and the ranges of valuations resulting from any particular analysis are not
necessarily indicative of actual values or predictive of future results or values, which may be significantly more or
less favorable than those suggested by the analyses. In addition, analyses relating to the value of businesses or
securities do not purport to be appraisals or to reflect the prices at which businesses or securities actually may be
sold. Accordingly, the estimates used in, and the results derived from, Lazard’s analyses and estimates are
inherently subject to substantial uncenainty.

Lazard’s opinion was one of many factors taken into consideration by the Special Transactions Committee and
the Board of Directors in determining to enter into the Merger Agreement. See “Reasons for the Recommendation
of the Board of Directors.” Consequently, the analyses described below should not be viewed as determinative of the
opinion of the Special Transactions Committee or the Board of Directors with respect to the Per Share Merger
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Consideration or of whether the Special Transactions Committee or Board of Directors would have been willing to
determine that a different merger consideration was fair. The Per Share Merger Consideration 1o be paid to the
holders of shares of Common Stock pursuant to the Merger was determined through arm’s-length negotiations
between TXU Corp. and representatives of Parent and was recommended by the Special Transactions Committee
and approved by the Board of Directors. Lazard did not recommend any specific merger consideration to the Special
Transactions Committee, the Board of Directors or TXU Corp. or that any given merger consideration constituted
the only appropriate consideration for the Merger.

The following is a brief summary of the material financial and comparative analyses that were performed by
Lazard in connection with rendering its opinion. Lazard prepared these analyses for the purpose of providing an
opinion to the Special Transactions Committee and the Board of Directors as to the faimess, from a financial point
of view, to the holders of shares of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded
Shares) of the Per Share Merger Consideration to be paid to such holders pursuant to the Merger. The financial
analyses summarized below include information presented in tabular format. In order to fully understand Lazard’s
financial analyses, the tables must be read together with the text of each summary. The tables alone do not constitute
a complete description of the financial analyses. Considering the data in the tables below without considering the
full narrative description of the financial analyses, including the methodologies and assumptions underlying the
analyses, could create a misleading or incomplete view of Lazard’s financial analyses.

Historical Trading Prices

Lazard compared the Per Share Merger Consideration to the closing price of Common Stock on February 21,
2007, the date that is two full trading days prior to the announcement of the execution of the Merger Agreement, and
to the average daily closing prices of Common Stock for the trailing 30- and 90-trading day time periods as of
February 21, 2007 and noted the following implied offer premia:

Implied Premium to

Common Per Share Merger
Stock Price Consideration™
Premium to:™
As of February 21, 2007 $56.07 23.5%
30-day trailing average $55.49 24.8%
90-day trailing average $55.29 25.2%

(a) 30- and 90-day averages calculated based on period ending February 21, 2007.
(b) Based on the Per Share Merger Consideration of $69.25 per share of Common Stock.

Comparable Public Companies Analysis

Lazard calculated an implied valuation for TXU Corp. based on an analysis of companies that Lazard believed
to be generally comparable to TXU Corp. In performing these analyses, Lazard reviewed and analyzed certain
publicly available financial information, valuation multiples and market trading data relating to the selected
comparable companies and compared such information to the corresponding information for TXU Corp. This
analysis was performed to derive a range of implied equity values per share of Common Stock based on the market
values of shares of comparable publicly traded companies.

For purposes of this analysis, Lazard reviewed seven public utility companies that had substantial operations in
certain or all of merchant generation, electricity delivery and retail electricity supply (the “Merchant Utitity
Companies™). Although none of the Merchant Utility Companies is directly comparable to TXU Corp., the
Merchant Utility Companies were chosen because they are publicly traded companies with operations that, for
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purposes of analysis, were considered similar to certain operations of TXU Corp. The Merchant Utility Companies
are;

* American Electric Power Co. Inc.;
+ Allegheny Energy Inc.;

»  Constellation Energy Group Inc.;
= Edison International;

* NRG Energy Inc.;

¢ Reliant Energy Inc.; and

* Sempra Energy.

In general, historical financial data used for this analysis was as of September 30, 2006 or December 31, 2006,
depending on the date of the most recently available public information for each Merchant Utility Company, and
market data used for this analysis was as of February 21, 2007. Projected earnings per share, or EPS, and long-term
growth rates used for this analysis were based on consensus estimates as of February 21, 2007 from I/B/E/S (a data
source that compiles estimates issued by research analysts) for each Merchant Utility Company. Other projected
information for the Merchant Utility Companies used for this analysis was based on selected Wall Street equity
research reports.

Using this data, Lazard reviewed the:

* trading price (common stock price) of each of the Merchant Utility Companies as a multiple of projected
2007 and 2008 EPS;

* enterprise value (defined as market capitalization plus net debt) of the Merchant Utility Companies as a
multiple of projected 2007 and 2008 EBITDA; and

« cnterprise value of the Merchant Utility Companies as a multiple of projected 2007 and 2008 earnings
before interest and taxes (“EBIT"”).

The following table summarizes the results of this review:

Merchant Utility Company

Range™® Mean Median

Mudtiple of Stock Price to:

Projected 2007 EPS 13.9x-21.1x 16.7x 16.1x

Projected 2008 EPS 13.4%-18.0x 15.0x 14.6x
Enterprise Value to:

Projecied 2007 EBITDA 6.7x-10.2x 8.6x 8.6x

Projected 2008 EBITDA 6.5x- 9.2x 7.8x 7.9x

Projected 2007 EBIT 9.8x-15.3x 12.6x 12.2x

Projected 2008 EBIT 9.7x-12.8x I1.1x 11.1x

(a) Reliant excluded from stock price to projected EPS multiple ranges as Reliants_insignificant near-term
earnings did not form a valuation basis that Lazard believed was appropriate for its shares.

Based on the foregoing review and after comparing the results of the review to (i) estimates for TXU Corp.’s
resuits of operations from selected Wall Street equity research reports, and (ii) internal estimates and forecasts of
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TXU Corp.’s management making certain subjective valuation judgments based on TXU Corp.’s business mix, its
projected financial performance relative to the Merchant Utility Companies and its historic trading multiples
relative to the Merchant Utility Companies, Lazard calculated the following implied equity reference value ranges
per share of Common Stock:

Implied Equity Value Per

Financial Metric Multiples Range Share

Low High Low High
Projected 2007 EBITDA 7.25x 8.00x $52.24 $£60.15
Projected 2008 EBITDA 7.50x 8.25x $51.85 $59.45
Projected 2007 EBIT 9.25x 10.50x $58.52 $69.70
Projected 2008 EBIT 9.50x 11.00x $56.42 $69.14
Projected 2007 Net Income 11.50x 13.50x $55.01 $65.28
Projected 2008 Net Income 11.00x 13.00x $55.84 $65.99

From this analysis, based on the assumptions and subjective judgments set forth above. Lazard derived an
implied equity reference range per share of Common Stock of $33.12 to $63.86, as compared to the Per Share
Merger Consideration of $69.25 per share.

Precedent Transactions Analysis

Lazard analyzed certain publicly available information relating to selected publicly announced precedent
transactions in the electric utility industry and other large buyout transactions to assess the market values of shares
of reasonably comparable publicly traded companies and to provide a range of implied equity values per share of
Common Stock.

In selecting the precedent transactions it used in this analysis, Lazard reviewed merger transactions since 1997
involving companies in the electric utility industry but relied more extensively on recently announced transactions,
specifically those announced since December 2004. In addition, Lazard reviewed several large buyout transactions
across a variety of industries since 2005 in order to compare the implicit premium paid to the existing shareholders
of the relevant targets. Although none of the selected precedent transactions or the companies party to the precedent
transuctions is directly comparable to the Merger or to TXU Corp., the precedent transactions were chosen because
they involve transactions that, for purposes of analysis, were considered similar to the Merger and/or involve
publicly traded companies with operations that, for purposes of analysis, were considered similar to certain
operations of TXU Corp.




The precedent electric utility transactions selected by Lazard are (listed by the date publicly announced, the

acquiror and the target company):

Date Publicly Announced Acquiror Target
Recent Transactions.
February 7. 2007 Great Plains/Black Hills Aquila. Inc.

July 10, 2006

July 5, 2006

April 25, 2006
February 27. 2006
December 19, 2005
May 24, 2005

May 9. 2005
December 20, 2004

Other Selected Transactions:
February 3. 2004
April 28, 2002
February 20, 2001
February 12, 2001
November 9. 2000
September 5, 2000
August 8, 2000
July 17, 2000
February 28. 2000
Oclober 25, 1999
August 23, 1999
June 14, 1999
February 1, 1999
December 14, 1998
December 7. 1998
August 12, 1998
May 11, 1998
December 22, 1997

WPS Resources

[nvestor Group/Macquarie
Babcock & Brown Infrastructure
National Grid plc

FPL Group, Inc,

MidAmerican Energy Company
Duke Energy Corporation
Exelon Corporation

Ameren Corporation

Ameren Corporation

Energy East Corporation

PEPCO Holdings, Inc.

Public Service Company of New Mexico
National Grid Group plc

FirstEnergy Corp.

The AES Corporation

PowerGen plc

Investor Group

Carolina Power & Light Company
Dynegy Inc.

New England Electric System

National Grid Group plc

Scottish Power plc

CalEnergy Co Inc

Consolidated Edison. Inc.

American Electric Power Company Inc.

a7

Peoples Encrgy Corporation
Duquesne Light Holdings. Inc.
NorthWestern Cerporation
KeySpan Corporation
Constellation Energy Group, Inc.
PacifiCorp

Cinergy Corp.

Public Service Enterprise Group
Incorporated

[llinois Power Company

CILCORP Inc.

RGS Energy Group. Inc.

Conectiv

Western Resources Electric Utility
Niagara Mohawk Power Corporation
GPU. Inc.

IPALCO Enterprises In¢

LLG&E Energy Corp.

MidAmerican Energy Holdings Co.
Florida Progress Corporation
Hlinova Corporation

Easiern Utilities Associates

New England Electric System
PacifiCorp

MidAmerican Encrgy Company
Orange & Rockland Ulilities. Inc.
Central & South West Corporation




For each of the selected electric utility precedent transactions, Lazard calculated (i) the target company’s
transaction value (calculated as equity purchase price plus net debt) as a multiple of EBITDA for the target company
for the last twelve months prior to the announcement of the transaction, or LTM, (ii) the equity purchase price as a
multiple of the target company’s forward earnings as available as of the announcement of the transaction, and
(iii) the premium paid or proposed to be paid in the precedent transaction based on the stock price of the target
company one day and one week prior to the public announcement of the transaction. In performing this analysis,
Lazard calculated the following multiple and premia ranges based on the recent precedent transactions indicated
above and for all of the selected precedent transactions indicated above:

Recent Precedent Electric Utility Merger Transactions: Range Median
Transaction Value / LTM EBITDA 8.5x-11.5x 9.1x
Equity Purchase Price / Forward Eamings 15.0x-20.6x 17.8x
Premia Paid:

1-Day (2.8%)-21.7% 14.2%

{-Week 0.2%-24.1% 16.8%
All Precedent Electric Utility Merger Transactions: Range Median
Transaction Value / LTM EBITDA 5.5x-11.5x 7.9x
Equity Purchase Price / Forward Earnings 11.4x-20.6x 16.9x
Premia Paid:

1-Day (2.8%)-57.8% 20.0%

1-Week 0.2%-58.4% 19.5%

The large buyout transactions selected by Lazard are (listed by the acquiror and the target company):

Acquiror Target
The Blackstone Group Equity Office Properties Trust
Bain Capital Partners, LLC /Kohlberg Kravis HCA Inc.

Roberis & Co. L.P. / Merrill Lynch Global
Partners, Inc.

Kohlberg Kravis Roberts & Co. L.P.
Apotlo Management, L.P. and TPG Partners, L.P.

Bain Capital Partners, LLC / Thomas H. Lee
Partners, L.P.

GS Capital Partners / American International
Group. [nc. /The Carlyle Group / Riverstene
Holdings LLC

The Blackstone Group fThe Carlyle Group /
Permira Advisers LLC /Texas Pacific Group

Cerberus Capital Management, L.P.

Apax Partners Worldwide LLP / The Blackstone
Group International Limited / Kohlberg Kravis
Roberts & Co. L.P. / Permira Advisers KB /
Providence Equity Partners Limited

Clayton, Dubilier & Rice, Inc. / The Carlyle
Group / Merrill Lynch Global Private Equity
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RJR Nabisco, Inc.
Harrah’s Entertainment, Inc.

Clear Channel Communications, Inc.

Kinder Morgan, Inc.

Freescale Semiconductor, Inc.

Albertson’s, Inc.

TDC A/S

The Hertz Corporation




For each of the selected large buyout transactions, Lazard calculated the premium paid or proposed to be paid
based on the closing stock price of the target company one day prior to announcement of the transaction.

Based on the foregoing, and after making certain subjective judgments regarding appropriate multiples and
premia based on TXU Corp.’s business mix and projected financial performance relative to that of the target
universe in the reviewed precedent transactions, Lazard determined the following implied equity reference value
ranges per share of Common Stock:

Implied Equity Value per

Financial Metric Multiples Range Share

Low High Low High
Enterprise Value / 2006E EBITDA 7.75x 8.75x 564,87 576.36
Enterprise Value / 2007E EBITDA 8.00x 9.00x $60.15 $70.69
Equity Purchase Price /Forward Earnings 11.50x 13.50x% $67.70 $77.37
Premia Paid — Utility Transactions 12% 20% $63.48 $68.02
Premia Paid — Large Buyoul Transactions 15% 25% $65.18 $70.85

From this analysis. based on the assumptions and subjective judgments set forth above, Lazard derived an
implied equity reference range per share of Common Stock of $60.50 to $70.84, as compared to the Per Share
Merger Consideration of $69.25 per share.

Sum of the Parts Discounted Cash Flow Analysis

Lazard performed an analysis of the present value of the projected unlevered free cash flows derived from
each of the business segments of TXU Corp. using financial projections provided by TXU Corp. management
and assuming discount rates reflective of the calculated weighted average cost of capital for peer companies of
each of the respective business segments. This analysis was performed to derive a valuation of shares of
Common Stock as a function of the future unlevered free cash flows and going concern values of each of its
business segments to provide a range of implied equity valves per share of Common Stock based on the value of
TXU Corp.’s enterprise as a whole.

In performing this analysis, Lazard analyzed the forecasted cash flow for the following segments of TXU
Corp.:

* electricity generation operation (“Power™);

* regulated electricity transmission and distribution business (“Delivery”;
* consumer and business retail electricity sales (“Retail’);

* additional generation asset development (“Development™);

* wholesale power management business (*Wholesale™); and

¢ corporate and other business operations (“Corporate™),

For Power, Lazard performed a five-year discounted cash flow analysis using a discount rate range of
9.5% to 10.5% and a terminal value based on a 2012 EBITDA exit multiple range of 8.0x to 9.0x; for Delivery,
a five-year discounted cash flow analysis using a discount rate range of 5.5% to 6.5% and a terminal value
based on a 2012 EBITDA exit multiple range of 8.0x to 8.5x; for Retail, a thirteen-year discounted cash flow
analysis using a discount rate range of 8.5% t0 9.5% and a terminal value based on a 2020 EBITDA exit
multiple range of 6.0x to 7.0x; for Development, a five-year discounted cash flow analysis using a discount rate
range of 9.5% to 10.5% and a terminal value based on a 2012 EBITDA exit multiple range of 8.0x to 9.0x: for
Wholesale, a five-year discounted cash flow analysis using a discount rate range of 8.5% to 9.5% and a
terminal value based on a 2012 EBITDA exit multiple range of 5.0x to 6.0x; and for Corporate, a five-year
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discounted cash flow analysis using a discount rate range of 5.5% t0 6.5% and a terminal value based on a 2012
EBITDA exit multiple range of 5.0% to 6.0x.

The following table represents the results of the analysis performed by Lazard:

Business Segment Enterprise Value
(in millions, except per share amounts)
Low High

Power $16,039 518,062
Development 2,607 3,800
Delivery 10,186 11,309
Retail 5.446 6,141
Wholesale 1,923 2,144
Corporate 1,290 1,371
Total Enterprise Value $37.490 $42.828
Less: Net Debt $(11,262) $(11,262)
Equity Value $26.,228 $31.566
Equity Value per Share $56.32 . $567.78

From this analysis, based on the assumptions set forth above, Lazard derived an implied equity reference
range per share of Common Stock of $56.32 to $67.78, a3 compared to the Per Share Merger Consideration of
$69.25 per share.

Updated Opinion Dated July 12, 2007

Under an agreement dated February 9, 2007. as amended on July 13, 2007, the Special Transactions
Committee and the Board of Directors retained Lazard to act as their financial advisor in connection with the
Merger. As part of that engagement, the Special Transactions Commitiee and the Board of Directors requested that
Lazard evaluate the fairness, from a financial point of view, to the holders of shares of Common Stock (other than
(x) Parent’s affitiates or (y) holders of Excluded Shares) of the Per Share Merger Consideration to be paid to such
holders pursuant to the Merger. Lazard delivered an oral opinion to the Special Transactions Committee and the
Board of Directors, which opinion was subsequently confirmed by the delivery of a written opinion, dated July 12,
2007, to the effect that, as of that date and based upon and subject to certain assumptions, procedures, factors,
limitations and qualifications set forth therein, the Per Share Merger Consideration to be paid to holders of shares of
Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded Shares) pursuant to the Merger was fair,
from a financial point of view, to such holders.

The full text of Lazard’s updated opinion, which sets forth the procedures followed, assumptions made,
factors considered and limitations and qualifications on the review undertaken in connection with the
updated opinion, is attached as Annex D to this proxy statement and is incorporated into this proxy statement
by reference. The following is a summary of Lazard’s updated opinion. The description of Lazard’s updated
opinion set forth in this proxy statement is qualified in its entirety by reference to the full text of Lazard’s
updated opinion attached as Annex D to this proxy statement. Holders of shares of Common Stock are urged
to read Lazard’s updated opinion carefully in its entirety for a description of the procedures followed,
assumptions made, factors considered and limitations and qualifications on the review undertaken by Lazard
in connection with its updated opinion.

Lazard’s updated opinion was directed only to the Special Transactions Committee and the Board of
Directors and only addresses the fairness, from a financial point of view, to the holders of shares of
Commeon Stock (other than (x) Parent’s affiliates or (y) holders of Excluded Shares) of the Per Share
Merger Consideration to be paid to such holders pursuant to the Merger. Lazard’s updated opinion did
not address the merits of the underlying decision by TXU Corp. to engage in the Merger or the relative
merits of the Merger as compared to other business strategies or transactions that might be available to
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TXU Corp. Lazard’s updated opinion was not intended to and does not constitute a recommendation to
any holder of Common Stock as to how such holder should vote with respect to the Merger or any other
matter relating thereto. Further, Lazard’s updated opinion was necessarily based on economic, monetary,
market and other conditions as in effect on, and the information made available to Lazard as of, the date of
its opinion, including, without limitation, the price of natural gas, which may be subject to significant
fluctuation between the date of Lazard’s updated opinion and the effective time of the Merger, and
thereafter. Lazard assumed no responsibility for updating or revising its updated opinion based on
circumstances or events occurring after the date of its updated opinion.

In connection with its updated opinion, Lazard;
+ reviewed the financial terms and conditions contained in the Merger Agreement;
+ analyzed certain historical publicly available business and financial information relating to TXU Corp.;

* reviewed various financial forecasts and other data provided to Lazard by the management of TXU Corp.
relating to its businesses;

* held discussions with members of the senior management of TXU Corp. with respect to the businesses and
prospects of TXU Corp.;

* reviewed public information with respect to certain other companies in lines of business Lazard believed to
be generally comparable to those of TXU Corp.;

* reviewed the financial terms of certain business combinations involving companies in lines of business
Lazard believed to be generally comparable to those of TXU Corp.;

* reviewed the historical stock prices and trading volumes of Common Stock; and
* conducted such other financial studies, analyses and investigations as Lazard deemed appropriate.

Lazard relied upon the accuracy and completeness of the foregoing information, and Lazard did not assume
any responsibility for any independent verification of such information or any independent valuation or appraisal of
any of the assets or liabilities of TXU Corp., or concerning the solvency or fair value of TXU Corp., and Lazard had
not been furnished with any such valuation or appraisal prior to the delivery of its updated opinion. With respect to
the financial forecasts, Lazard assumed that they had been reasonably prepared on bases reflecting the best then
currently available estimates and judgments of the management of TXU Corp. as to the future financial
performance of TXU Corp. Lazard did not assume any responsibility for and expressed no view as to such
forecasts or the assumptions on which they were based.

In rendering its updated opinion, Lazard assumed that the Merger would be consummated on the terms
described in the Merger Agreement, without any waiver or modification of any material terms or conditions,
including Parent’s or Merger Sub’s obtaining the necessary financing to effect the Merger. In addition, Lazard
assumed that the representations and warranties of TXU Corp. contained in the Merger Agreement and all
agreements related thereto were true and complete,

Lazard did not express any opinion as to any tax or other consequences that might result from the Merger, nor
did its updated opinion address any legal, tax, regulatory or accounting matters, as to which Lazard understood that
the Special Transactions Committee, the Board of Directors and TXU Corp. obtained such advice as they deemed
necessary from qualified professionals. Lazard’s updated opinion did not address the solvency or fair vatue of TXU
Corp. or any other entity, including under any state, federal or other applicable laws relating to bankruptcy,
insolvency or similar matters. Lazard did not express any opinion as to the price at which shares of Common Stock
may trade subsequent to the date of its updated opinion.

In preparing its updated opinion, Lazard performed a variety of financial and comparative analyses that it
deemed to be appropriate for this type of transaction, including those described below. The summary of Lazard's
analyses described below is not a complete description of the analyses underlying Lazard's updated opinion. The
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preparation of a fairness opinion is a complex analytical process involving various determinations as to the most
appropriate and relevant methods of financial analyses and the application of those methods to the particular
circumstances and, therefore, is not readily susceptible to summary description, In arriving at its updated opinion,
Lazard considered the results of atl the analyses as a whole and did not, and believes that one should not, attribute
any particular weight to any factor or analysis considered by it. Rather, Lazard made its determination as to fairness
on the basis of its experience and professional judgment after considering the results of all of the analyses.

In its analyses, Lazard considered industry performance, regulatory, general business, economic, market and
financial conditions and other matters, many of which are beyond the control of TXU Corp. No company,
transaction or business used in Lazard’s analyses as a comparison is identical to TXU Corp. or the Merger, and an
evaluation of the results of those analyses is not entirely mathematical, Rather, the analyses involve complex
considerations and judgments concerning financial and operating characteristics and other factors that could affect
the acquisition, public trading or other values of the companies, business segments or transactions analyzed. The
estimates contained in Lazard’s analyses and the ranges of valuations resulting from any particular analysis are not
necessarily indicative of actual values or predictive of future results or values, which may be significantly more or
less favorable than those suggested by the analyses. In addition, analyses relating to the value of businesses or
securities do not purport to be appraisals or to reflect the prices at which businesses or securities actually may be
sold. Accordingly, the estimates used in, and the results derived from, Lazard’s analyses and estimates are
inherently subject to substantial uncertainty.

Lazard’s updated opinion was one of many factors taken into consideration by the Special Transactions
Committee and the Board of Directors in taking actions with respect to the Merger Agreement, including making its
recommendation described in this proxy statement. See “Reasons and Recommendation of the Board of Directors.”
Consequently, the analyses described below should not be viewed as determinative of the opinicn of the Special
Transactions Committee or the Board of Directors with respect to the Per Share Merger Consideration or of whether
the Special Transactions Committee or Board of Directors would have been willing to determine that a different
merger consideration was fair. The Per Share Merger Consideration to be paid to the holders of shares of Common
Stock pursuant to the Merger was determined through arm’s-length negotiations between TXU Corp. and
representatives of Parent and was recommended by the Special Transactions Committee and approved by the
Board of Directors. Lazard did not recommend any specific merger consideration to the Special Transactions
Committee. the Board of Directors or TXU Corp. or that any given merger consideration constituted the only
appropriate consideration for the Merger.

The following is a brief summary of the material financial and comparative analyses that were performed by
Lazard in connection with rendering its updated opinion. Lazard prepared these analyses for the purpose of
providing an updated opinion to the Special Transactions Committee and the Board of Directors as to the fairness,
from a financial point of view, to the holders of shares of Common Stock (other than (x) Parent’s affiliates or
(y) holders of Excluded Shares) of the Per Share Merger Consideration to be paid to such holders pursuant to the
Merger. The financial analyses summarized below include information presented in tabular format. In order to fully
understand Lazard’s financial analyses, the tables must be read together with the text of each summary. The tables
alone do not constitute a complete description of the financial analyses. Considering the data in the tables below
without considering the full narrative description of the financial analyses, including the methodologies and
assumptions underlying the analyses, could create a misleading or incomplete view of Lazard’s financial analyses.

Historical Trading Prices

Lazard compared the Per Share Merger Consideration to the closing price of Common Stock on February 21,
2007, the date that is two full trading days prior to the announcement of the execution of the Merger Agreement, and
to the average daily closing prices of Common Stock for the trailing 30- and 90-trading day time periods as of
February 21, 2007. The results of these comparisons were identical to those set forth in the section “— Initial
Opinion Dated February 25, 2007 — Historical Trading Prices”.
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Comparable Public Companies Analysis

Lazard calculated an implied valuation for TXU Corp. based on an analysis of companies that Lazard believed
to be generally comparable to TXU Corp. In performing these analyses, Lazard reviewed and analyzed certain
publicly available financial information, valuation multiples and market trading data relating to the selected
comparable companies and compared such information to the corresponding information for TXU Corp. This
analysis was performed to derive a range of implied equity values per share of Common Stock based on the market
values of shares of comparable publicly traded companies.

For purposes of this analysis, Lazard reviewed seven Merchant Utility Companies, which as noted in the
section *“— Initial Opinion dated February 25, 2007 — Comparable Public Companies Analysis™ are public utility
companies that had substantial operations in certain or all of merchant generation, electricity delivery and retail
electricity supply. Although none of the Merchant Utility Companies is directly comparable to TXU Corp., the
Merchant Utility Companies were chosen because they are publicly traded companies with operations that, for
purposes of analysis, were considered similar to certain operations of TXU Corp. The Merchant Utility Companies
are the same as those Merchant Utility Companies set forth in the section “— Initial Opinion Dated February 25,
2007 — Comparable Public Companies Analysis™.

In general, historical financial data used for this analysis was as of December 31, 2006 or March 3], 2007,
depending on the date of the most recently available public information for each Merchant Utility Company, and
market data used for this analysis was as of July 5, 2007. Projected earnings per share, or EPS, and long-term growth
rates used for this analysis were based on consensus estimates as of July 5, 2007 from 1/B/E/S {a data source that
compiles estimates issued by research analysts) for each Merchant Utility Company. QOther projected information
for the Merchant Utility Companies used for this analysis was based on selected Wall Street equity research reports.

Using this data, Lazard reviewed the:

* trading price (common stock price) of each of the Merchant Utility Companies as a multiple of projected
2007 and 2008 EPS;

* enterprise value (defined as market capitalization plus net debt) of the Merchant Utility Companies as a
multiple of projected 2007 and 2008 EBITDA.: and

* enterprise value of the Merchant Utility Companies as a multiple of projected 2007 and 2008 EBIT.

The following table summarizes the results of this review:

Merchant Utility Company

Range™ Mean Median

Multiple of Stock Price to:

Projected 2007 EPS 15.4x-23.8x 18.5x 18.0x

Projected 2008 EPS 14.4x-20.0x 16.4x 15.6x
Enterprise Value to:

Projected 2007 EBITDA 7.3x-12.1x 8.8x 8.7x

Projected 2008 EBITDA 7.2x-10.1x 8.0x 7.7x

Projected 2007 EBIT 10.6x-19.5x 13.3x 12.7x

Projected 2008 EBIT 9.5x-15.8x 11.8x 11.1x

(a) Reliant exciuded from stock price to projected EPS multiple ranges as Reliant’s insignificant near-term
earnings did not form a valuation basis that Lazard believed was appropriate for its shares.




Based on the foregoing review and after comparing the results of the review to (i) estimates for TXU Corp.’s
results of operations from selected Wall Street equity research reports, and (i) internal estimates and forecasts of
TXU Corp.’s management making certain subjective valuation judgments based on TXU Corp.’s business mix, its
projected financial performance relative to the Merchant Utility Companies and its historical trading multiples
relative to the Merchant Utility Companies, Lazard calculated the following implied equity reference value ranges
per share of Common Stock:

Implied Equity Value Per

Financial Metric Multiples Range Share

Low High Low High
Projected 2007 EBITDA 8.25x 9.25x% $55.61 $65.81
Projected 2008 EBITDA 8.25x 9.25x $53.45 $63.40
Projected 2007 EBIT 10.0x% 11.0x $55.41 $63.81
Projected 2008 EBIT 10.0x 11.0x $51.98 $60.04
Projected 2007 Net Income 12.5x 14.5x $55.81 $64.74
Projected 2008 Net Income 13.0x 15.0x $57.40 $66.23

From this analysis, based on the assumptions and subjective judgments set forth above, Lazard derived an
implied equity reference range per share of Common Stock of $54.46 to $65.25, as compared to the Per Share
Merger Consideration of $69.25 per share.

Precedent Transactions Analysis

Lazard analyzed certain publicly available information relating to selected publicly announced precedent
transactions in the electric utility industry and other large buyout transactions to assess the market values of shares
of reasonably comparable publicly traded companies and to provide a range of implied equity values per share of
Common Stock.

In selecting the precedent transactions it used in this analysis, Lazard reviewed merger transactions since 1997
involving companies in the electric utility industry but relied more extensively on recently announced transactions,
specifically those announced since December 2004. In addition, Lazard reviewed several large buyout transactions
across a variety of industries since 2005 in order to compare the implicit premium paid to the existing shareholders
of the relevant targets. Although none of the selected precedent transactions or the companies party to the precedent
transactions is directly comparable to the Merger or to TXU Corp.. the precedent transactions were chosen because
they involve transactions that, for purposes of analysis, were considered similar to the Merger and/or involve
publicly traded companies with operations that, for purposes of analysis, were considered similar to certain
operations of TXU Corp.

The precedent electric utility transactions selected by Lazard are the same as those precedent electric utility
yransactions set forth in the section “— Initial Opinion Dated February 25, 2007 — Precedent Transactions
Analysis” except that they also include Iberdrola S.A. (acquiror) / Energy East Corporation (iarget) announced
on June 25, 2007.

For each of the selected electric utility precedent transactions, Lazard calculated (i) the target company’s
transaction value (calculated as equity purchase price plus net debt) as a multiple of EBITDA for the target company
for the last twelve months prior to the announcement of the transaction, or LTM, (i1) the equity purchase price as a
multiple of the target company’s forward earnings as available us of the announcement of the transaction, and
(iii) the premium paid or proposed to be paid in the precedent transaction based on the stock price of the target
company one day and one week prior to the public announcement of the transaction. In performing this analysis,
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Lazard calculated the following multiple and premia ranges based on the recent precedent transactions indicated
above and for all of the selected precedent transactions indicated above:

ranges per share of Common Stock:

Financial Metric

Recent Precedent Electric Utility Merger Transactions: Range Median
Transaction Value / LTM EBITDA 8.5x-11.5x 9.1x
Equity Purchase Price /Forward Earnings 15.0x-20.6x 18.2x
Premia Paid:

1-Day {2.8%)-26.4% 15.0%

1-Week 0.2%-24.7% 180%
All Precedent Electric Utility Merger Transactions: Range Median
Transaction Value /LTM EBITDA 5.5x-11.5x 7.8x
Equity Purchase Price /Forward Earnings 11.4x-20.6x 16.5x
Premia Paid:

1-Day (5.3%)-57.8% 19.7%

1-Week {0.6%)-58.4% 19.1%

The large buyout transactions selected by Lazard are the same as those large buyout transactions set forth in the
section “— Initial Opinion Dated February 25, 2007 — Precedent Transactions Analysis” except that they also
include Ontario Teachers Pension Plan Board, Providence Equity Partners Inc. and Madison Dearborn Partners,
LLC (acquiror) / BCE Inc. (target) announced on june 30, 2007.

For each of the selected large buyout transactions, Lazard calculated the premium paid or proposed to be paid
based on the closing stock price of the target company one day prior to announcement of the transaction.

Based on the foregoing, and after making certain subjective judgments regarding appropriate multiples and
premia based on TXU Corp.’s business mix and projected financial performance relative to that of the target
universe in the reviewed precedent transactions, Lazard determined the following implied equity reference value

Implied Equity Value Per

Enterprise Value / 2006E EBITDA

Enterprise Value / 2007E EBITDA

Equity Purchase Price / 2007E
Earnings

Equity Purchase Price / 2008E
Earnings

Premia Paid — Utility Transactions

Premia Paid — Large Buyout
Transactions

Multiples Range Share

Low High Low High

7.75x 8.75x $60.72 $72.24

8.00x 9.00x $53.05 $63.26

14.0x 16.0x $62.51 $71.44

14.5x 16.5x $64.03 $72.86
12% 20% $62.80 $67.28
15% 25% $64.48 $70.09

From this analysis, based on the assumptions and subjective judgments set forth above, Lazard derived an
implied equity reference range per share of Common Stock of $60.93 to $70.64, as compared to the Per Share

Merger Consideration of $69.25 per share.

-45-




Sum of the Parts Discounted Cash Flow Analysis

Lazard performed an analysis of the present vatue of the projected unlevered free cash flows derived from each of
the business segments of TXU Corp. using financial projections provided by TXU Corp. management and assuming
discount rates reflective of the calculated weighted average cost of capital for peer companies of each of the respective
business segments. This analysis was performed to derive a valuation of shares of Common Stock as a function of the
future unlevered free cash flows and going concern values of each of its business segments to provide a range of
implied equity values per share of Common Stock based on the value of TXU Corp.’s enterprise as a whole.

In performing this analysis, Lazard analyzed the forecasted cash flow for the following segments of TXU Corp.:

*  Power;
¢ Delivery;
= Retail;

+ Development;
»  Wholesale; and
+ Corporate.

These segments are described in the section “— Initial Opinion Dated February 25, 2007 — Sum of the Parts
Discounted Cash Flow Analysis™.

For Power, Lazard performed a five-year discounted cash flow analysis using a discount rate range of 9.0% to
10.0% and a terminal value based on a 2012 EBITDA exit multiple range of 8.5x to 9.5x; for Delivery, a five-year
discounted cash flow analysis using a discount rate range of 6.0% to 7.0% and a terminal vatue based on a 2012
EBITDA exit multiple range of 8.25x to 8.75x; for Retail, a thirteen-year discounted cash flow analysis using a
discount rate range of 8.5% t0 9.5% and a terminal value based on a 2020 EBITDA exit multiple range of 6.5x 10
8.5x; for Development, a five-year discounted cash flow analysis using a discount rate range of 9.0% to 10.0% and a
termina! value based on a 2012 EBITDA exit multiple range of 8.5x to 9.5x; for Wholesale, a five-year discounted
cash flow analysis using a discount rate range of 8.5% to 9.5% and a terminal value based on a 2012 EBITDA exit
multiple range of 6.0x to 7.0x: and for Corporate, a five-year discounted cash flow analysis using a discount rate
range of 6.0% to 7.0% and a terminal value based on a 2012 EBITDA exit multiple range of 7.0x 10 8.0x.
Differences in the assumed discount rate ranges for the various business segments of TXU Corp. between Lazard’s
initial opinion rendered on February 25, 2007 and Lazard’s updated opinion reflect changes in the calculated
weighted average cost of capital for peer companies of the respective TXU Corp. business segments. Differences in
the assumed EBITDA exit multiple ranges for the various business segments of TXU Corp. between Lazard’s initial
opinion rendered on February 25, 2007 and Lazard’s updated opinion reflect changes in the underlying trading
multiples for peer companies of the respective TXU Corp. business segments.

The following table represents the results of the analysis performed by Lazard:

Business Segment Enterprise Value
(in millions, except per share amounts)
Low High

Power $18,855 $21,210
Development 4,225 4,978
Delivery 10,850 11911
Retail 3,787 4.540
Wholesale 570 628
Corporate 882 962
Total Enterprise Value $39.168 $44,230
Less: Net Debt (13,252 $(13,252)
Equity Value $25.916 $30,978

Equity Value per Share $55.90 $66.82




From this analysis, based on the assumptions set forth above, Lazard derived an implied equity reference
range per share of Common Stock of $55.90 to $66.82, as compared to the Per Share Merger Consideration of
$69.25 per share.

Miscellaneous

In connection with Lazard’s services as the financial advisor to the Special Fransactions Committee and the
Board of Directors, TXU Corp. has agreed to pay Lazard an aggregate fee of $13.5 million. TXU Corp. had initially
agreed to pay Lazard an aggregate fee of $8 million pursuant to the original engagement agreement with Lazard,
$1 million of which became payable upon the execution of the original engagement agreement with Lazard,
35 million of which became payable upon the earliest of the delivery of Lazard’s initial opinion (and was not
contingent upon the outcome of the opinion), the execution of the Merger Agreement and the consummation of the
Merger and $2 million of which was contingent upon the consummation of the Merger. In addition, TXU Corp.
agreed to pay Lazard an additional fee if Lazard conducted the “go shop™ process at the request of the Special
Transactions Committee and the Board of Directors upon the occurrence of certain events following the receipt by
TXU Corp. of an alternative acquisition proposal. In connection with the request by the Strategic Transactions
Committee that Lazard provide additional services (including, if requested, delivery of an updated opinion}, TXU
Corp. agreed to amend its fee arrangement with Lazard. The amended fee arrangement resulted in a fee of $2 million
becoming payable to Lazard upon execution of the amendment, and an additional fee of $3.5 million becoming
payable 10 Lazard upon the filing with the SEC of this proxy statement. In addition. TXU Corp. agreed to remove
the contingency relating to the $2 million that would have been payable to Lazard upon consummation of the
Merger. This $2 million fee also became payable upon the filing with the SEC of this proxy statement. These
amounts are in addition to the $6 million previously paid to Lazard. No other fees are payable to Lazard under the
original engagement agreement or the amendment thereto. Under certain circumstances, if Lazard terminates its
engagement with respect to the Merger, it will refund TXU Corp. a portion of the fees that became payable upon the
filing with the SEC of this proxy statement. TXU Corp. has also agreed to reimburse Lazard for its reasonable
expenses {(including reasonable fees and disbursements of attorneys) and to indemnify Lazard and certain related
parties against liabilities, including certain liabilities under the federal securities laws, arising out of its engagement,

Lazard has in the past provided investment banking services to TXU Corp. and may have provided and may
currently be providing investment banking services to one or more of the equity holders of Parent, or to one or more
of their respective portfolio companies or other affiliates, for which Lazard has received and/or may receive
customary fees.

Lazard, as part of its investment banking business, is continually engaged in the valuation of businesses and
their securities in connection with mergers and acquisitions, negotiated underwritings, secondary distributions of
listed and unlisted securities, private placements, leveraged buyouts, and valuations for estate, corporate and other
purposes. In addition, in the ordinary course of their respective businesses, affiliates of Lazard and LFCM Holdings
LLC (an entity held in large part by managing directors of Lazard) may actively trade securities of TXU Corp.
andfor the securities of the portfolio companies and/or affiliates of the equity holders of Parent for their own
accounts and for the accounts of their customers and, accordingly, may at any time hold a long or short position in
such securities.

Lazard is an internationally recognized investment banking firm providing a full range of financial advisory
and securities services. Lazard was selected to act as investment banker to the Special Transactions Committee and
the Board of Directors because of its qualifications, expertise and reputation in investment banking and mergers and
acquisitions, as well as its familiarity with the business of TXU Corp.

Projected Financial Information

Although TXU Corp. periodically may issue limited guidance 1o investors concerning its expected financial
performance, TXU Corp. does not as a matter of course publicly disclose detailed financial projections. However, in
connection with the due diligence for the Merger, in February 2007, TXU Corp. provided KKR, TPG and other
equity and debt financing sources, as well as TXU Corp.’s financial advisors, with certain non-public financial
projections that were prepared by TXU Corp.’s management for internal planning purposes and not for public
disclosure. These initial projections were prepared based upon a variety of cases and assumptions and were
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regularly refined and revised prior to the February 25, 2007 signing of the Merger Agreement. In addition, in late
June and early July 2007, TXU Corp’s management prepared, at the request of the Strategic Transactions
Committee, updated financial projections that reflected management’s view of its proposed business plan and TXU
Corp.’s business prospects assuming that the Merger was not consummated. These updated projections are referred
to as the “July Base Case Financial Projections” and were provided to Lazard prior to the delivery of Lazard’s
updated opinion.

Initial Projections

Set forth below is a summary of the base case projections of TXU Corp.’s management as of shortly before the
Merger Agreement was signed on February 25, 2007. These initial projections were provided by TXU Corp. to
KKR, TPG, other equity and debt financing sources, and TXU Corp.’s financial advisors. TXU Corp.’s financial
advisors also were provided additional data that was used by the financial advisors in connection with their
analyses, which additional data differed from the summary financial projections described below. TXU Corp.
believes that such additional data differed from the summary financial projections in immaterial respects.

TXU Corp. Summary of Initial Financial Projections

(all amounts are in billions and are approximate)

2007 2008 2009 2010 2011

EBITDA $4.9 $4.9 $5.5 $6.5 $6.5
Capital expenditures $4.3 $4.0 $2.5 513 $1.2
Net income (loss) available for common stock $2.3 $24 $2.7 $3.1 $3.3

The prospective financial information set forth above reflects certain assumptions, which may cause the
initial financial projections to vary significantly from actual financial results. As described in the following
paragraph. since the date the initial financial projections were provided, some of these assumptions no longer
reflect TXU Corp.’s expectations. Significant assumptions underlying the initial financial projections set forth
above include the following:

« TXU Corp.’s generation business would develop and build six new coal-fueled units: Sandow 5, two units
at Qak Grove and three other coal-fueled units; ’

« the cost and schedule for the construction of the proposed six new coal-fueled units, and the salvage values
for equipment previously ordered for the five discontinued development units, would meet estimates based
on analyses performed by TXU Corp. as of the date the projections were prepared;

* long-term natural gas prices, ERCOT heat rates, coal prices, uranium prices, and emissions prices would
evolve in a manner consistent with the assumptions used by TXU Corp. as of the date the initial projections
were prepared:

+ TXU Corp.’s regulated business would achieve projected cost savings as a result of its implementation of
the InfrastruX Energy Service Group LP joint venture, and that joint venture, along with other corporate
growth initiatives, would generate additional earnings;

»  TXU Corp. would apply all excess cash flows to the reduction of existing debt;

+ new regulations concerning carbon emission reduction would be implemented after the period for which
projections are presented; and

« TXU Corp.’s retail business would achieve estimated gross residential margins (which reflected estimated
price reductions) and its market share estimates in the territories in which it operates, based on analyses
performed by TXU Corp. as of the date the projections were prepared. '
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July Base Case Financial Projections

Since the date the initial financial projections were prepared, some of the assumptions underlying the initial
projections no longer reflect TXU Corp.’s current expectations, including several of the assumptions listed above.
For example, the estimates and assumptions regarding the development and construction of three coal-fueled units
in addition to the Sandow 5 and Ouk Grove units no longer reflect TXU Corp.’s current expectations with respect 1o
these units, as the permitting efforts for these units were suspended following the Texas state court ruling
challenging the constitutionality of the governor’s executive order regarding the environmental permitting process
and in connection with the announcement of the Merger. In addition, the initial estimates and assumptions regarding
the InfrastruX Energy Service Group LP joint venture no longer reflect TXU Corp.’s current expectations, as the
agreements relating to this joint venture were suspended in April 2007.

Further, the estimates and assumptions regarding TXU Corp.’s retail business no longer reflect TXU Corp.'s
current expectations, as TXU Energy has agreed to provide certain residential customers located in TXU Energy's
traditional service area additional price reductions beyond those contemplated in the financial projections set forth
above as well as other benefits such as customer rebates. In any event. the remaining estimates and assumptions may
not be realized and are inherently subject to significant business, economic, competitive and regulatory
uncertainties, all of which are difficult to predict and many of which are beyond the control of TXU Corp.

Set forth below is a summary of the July Base Case Financial Projections, which were prepared by TXU
Corp.’s management as of shortly before the date of this proxy statement. These projections were prepared by TXU
Corp.’s management to assist the Strategic Transactions Committee and the Board of Directors in making their
updated assessment of the advisability of recommending the approval of the Merger Agreement to TXU Corp.’s
shareholders. TXU Corp.’s financial advisor, Lazard, was provided the projections set forth below prior to the
delivery of its updated opinion.

TXU Corp. Summary of July Base Case Financial Projections

(all amounts are in billions and are approximate)

2007 2008 2009 2010 2011

EBITDA (adjusted for estimated special

items) " $4.7 $4.6 $5.4 §$5.8 $5.5
EBITDA (not adjusted for special items) $2.7 $4.6 $5.5 $6.0 $5.8
Capital expenditures $3.6 $2.6 $2.0 $1.3 $1.3
Net income available for common stock $0.7 $1.4 $2.7 $29 $3.0
Operational earnings available for common

stock (adjusted for estimated special

items)'” $2.1 $2.0 $2.6 $2.8 $2.8

(1} Adjustments for special items include estimated charges related to the suspension, in the first quarter of 2007, of
eight generation development units, estimated unrealized mark-to-market and day-one losses on the positions
in TXU Corp.’s long-term hedging program as of June 29, 2007, debt retirement fees in 2008-2011 associated
with the hypothetical assumption (not likely to be applied) of using all excess cash flows over this period for the
reduction of existing debt, estimated one-time costs associated with a potential restructuring into three separate
businesses in 2008 and other charges, credits or gains that are unusual or nonrecurring. Operational earnings
melude gains and losses associated with TXU Corp.’s long-term natural gas hedge program in the years in
which those gains and losses would be realized.
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The prospective financial information set forth above retlects certain assumptions, which may cause the
current financial projections to vary significantly from actual financial results. EBITDA as presented in the
initial financial projections provided above does not include adjustments for special items, and would be
comparable to EBITDA (not adjusted for special items) as presented in the July Base Case Financial Projections.
Additional financial information has been added to the July Base Case Financial Projections to clarify the impact
of adjustments for special items. Significant assumptions underlying the current financial projections set forth
above include the following:

TXU Corp.’s generation business would develop and build three new coal-fueled units and associated
mines: Sandow 5 and Oak Grove;

the cost and schedule for the construction of the proposed three new coal-fueled units, and the salvage
values for equipment previously ordered for the cight discontinued development units, would meet
estimates based on analyses performed by TXU Corp. as of the date the July Base Case Financial
Projections were prepared;

long-term natural gas prices, ERCOT heat rates, coal prices. uranium prices, and emissions prices wouid
evolve in a manner consistent with the assurnptions used by TXU Corp. as of the date the July Base Case
Financial Projections were prepared,

TXU Corp. would apply all excess cash flows to the reduction of existing debt;

new regulations concerning carbon emission reduction would be implemented after the period for which
projections are presented;

TXU Corp.’s retail business would achieve estimated gross residential margins (which reflected TXU
Corp.’s previously announced price reductions) and its market share estimates in the territories in which it
operates, based on analyses performed by TXU Corp. as of the date the projections were prepared; and

TXU Corp.’s businesses would be separated into three separate public companies — one that would
own the regulated businesses of Oncor, another that would own the baseload power generation and the
wholesale businesses of Luminant, and one that would be a holding company that would own the retail
business and related assets of TXU Energy and could have a power supply agreement with Luminant
Energy or could own, in separate subsidiaries, some or all of the natural gas-fueled generation plants
currently owned by Luminant Power. Although TXU Corp. currently believes that the restructuring
would create the most value for TXU Corp. shareholders if the Merger is not consummated, in the years
2008 through 2011, it would expose each of the newly separate businesses to increased risks and
expenses arising out of their smaller scale and less diversified business mix. The July Base Case
Financial Projections (which summarize the aggregate performance of the three separated businesses)
may not be indicative of TXU Corp.’s actual business performance in the event that the restructuring is
not undertaken.

The July Base Case Financial Projections estimate that Oncor, Luminant and TXU Energy would
contribuie approximately 30%, 63% and 7%, respectively, of the aggregate EBITDA set forth above for
2008 and 28%, 62% and 11%, respectively, of the aggregate EBITDA set forth above for 2011. In
addition, while capital structure was not a significant value driver in the current analysis, and the July
Base Case Financial Projections include an assumption that TXU Corp. would apply all excess cash
flows to reduce existing debt, the underlying expectation was that existing Oncor debt would remain
with Oncor upon separation, TXU Energy would not issue additional debt or assume any existing debt of
TXU Corp. or Competitive Holdings, and Luminant would retain existing debt of TXU Corp. and
Competitive Holdings and be recapitalized at levels that could include approximately $5 to $6 billion of
additional debt by the end of 2008. Although TXU Corp. management currently believes this separation
is likely to create the most value for TXU Corp. shareholders if the Merger is not completed, there can be
no assurance that management would recommend this separation or that this separation would occur if
the Merger is not completed.




On a comparative basis relative to the initial financial projections,' EBITDA (adjusted for estimated special
items) as presented in the July Base Case Financial Projections reflects a decline of approximately $400 million in
2007 and $275 million in 2008. Of this decrease in 2007, approximately 45% is due to retail price decreases and
other customer benefits, approximately 35% is due to factors such as heat rate, commodity price, and fuel costs, and
approximately 20% is due to weather, foregone growth initiatives such as the InfrastruX Energy Service Group LP
joint venture and other factors. For 2008, the decrease is approximately 60% due to retail price decreases and other
customer benefits, approximately 20% due to the estimated recurring costs associated with the potential separation
into three businesses. and approximately 20% due to factors such as heat rate and commodity price changes,
foregone growth initiatives, and other factors, net of productivity improvements.

While each of the summary financial projections set forth above were prepared in good taith by TXU Corp.'s
management, no assurance can be given regarding future events, many of which are beyond TXU Corp.’s control.
Therefore, these financial projections may not be predictive of future operating results, and this information should
not be relied on as such. The financial projections in this section were not prepared with a view toward public
disclosure or with a view toward complying with the guidelines established by the American Institute of Certified
Public Accountants with respect to prospective financial information or published guidelines of the SEC regarding
financial projections. The financial projections are not historical fact and should not be relied upon as being
necessarily indicative of actual future results. In light of the foregoing, and considering that TXU Corp.’s annual
meeting witl be held more than six months after the date that the initial financial projections were prepared and
approximately two months after the date that the July Base Case Financial Projections were prepared, as well as the
uncertainties inherent in any financial projections, shareholders are cautioned not to unduly rely on ¢ither set of
summary financial projections,

The estimates and assumptions underlying the financial projections of TXU Corp. involve judgments with
respect to, among other thingé, future economic, competitive, regulatory and financial market conditions and future
business decisions. The inclusion of these financial projections should not be interpreted as an indication that TXU
Corp. considers this information necessarily predictive of actual future results, and this information should not be
relied on for that purpose. These projections are not included in this document in order to induce any shareholder of
TXU Corp. to vote to approve the Merger Agreement, or to impact any investment decision with respect to the
Common Stock. See “Cautionary Statement Regarding Forward-Looking Statements” beginning on page 10.

TXU CORP. DOES NOT INTEND TO UPDATE OR OTHERWISE REVISE THESE PROJECTIONS TO
REFLECT CIRCUMSTANCES EXISTING SINCE THEIR PREPARATION OR TO REFLECT THE
OCCURRENCE OF SUBSEQUENT EVENTS EVEN IN THE EVENT THAT ANY OR ALL OQF THE
UNDERLYING ASSUMPTIONS ARE NO LONGER APPROPRIATE.

Interests of eur Directors and Executive Officers in the Merger

In considering the recommendation of the Board of Directors, TXU Corp.'s shareholders should be aware that
certain of TXU Corp.’s directors and executive officers have interests in the transaction that are different from,
and/or in addition to, the interests of TXU Corp.’s shareholders generally (see “Beneficial QOwnership of our
Common Stock™ beginning on page 86 for a listing of the beneficial ownership of Common Stack by such persons).
These interests may present such directors and executive officers with actual or potential conflicts of interest. The
Board of Directors and the Strategic Transactions Committee were aware of these interests and considered them,
among other matters, in reaching their decisions to approve and recommend the Merger Agreement.

Atits July 12, 2007 rheeling, Mr. Wilder advised the Board of Directors that he would not be remaining with
TXU Corp. following the Merger. Our Vice-Chairman, T. L. Baker has also advised TXU Corp. of his intention to
retire following the Merger. The Board of Directors, in considering the request of Parent to begin discussions with
other executives regarding post-merger employment and the implications of these departures for TXU Corp. during

! "EBITDA" in the initial financial projections for 2007 included approximately $250 million of estimated charges related

to the assumed suspension of five generation development units that would be subject to adjustment as special items. Excluding
these charges for comparative purposes, as they are excluded in EBITDA (adjusted for estimated special items) as presented in
the July Base Case Financial Projections, projected EBITDA in the initial financial projections for 2007 would have been
approximately 35.1 hillion,
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the period before the Effective Time and if the Merger for any reason is not completed, concluded that taking a
number of actions related to executive retention and motivation would be in TXU Corp.'s best interests, and directed
TXU Corp.’s outside counsel to seck consent from Parent and Merger Sub to (1) implement a contingent executive
retention program to assure TXU Corp. management that the Board of Directors was committed to retaining those
executives if the Merger was not completed in order to oversee TXU Corp.’s business and the implementation of an
alternative strategy, (2) permit the lermination and payout of the executive officers” 2005, 2006 and 2007 LTIP
awards on the later of the Effective Time or January 2, 2008, (3) clarify the right of certain corporate executives to
terminate their employment after the Effective Time for “good reason” under their employment agreements, (4) set
a value for the contractual commitment to certain executives to be awarded LTIP grants in 2008 and 2009 and
(5) clarify mechanics of the operation of employment agreements in areas such as timing of tax gross-up payments.
These changes were sought to ensure an orderly transition in advance of and following the Merger, minimize the
influence Parent and Merger Sub might exert over executives before the Eftective Time, reduce distractions of
executives in a circumstance where their Chief Executive Officer would not be remaining with TXU Corp. after the
Merger and motivate executives to remain at TXU Corp.'if the Merger is not completed. After discussion, Parent and
Merger Sub consented to the foregoing maters, but provided a “window period” during which executives could
feave. and have such departure treated as a resignation for good reason, beginning six months after the Effective
Time, rather than expanding or clarifying any right of executives to términate employment at the Effective Time for
“gond reason” and provided that the matters in clause (4) would only apply to those executives who terminate their
employment for “good reason.” As a result of the foregoing consent with Parent and Merger Sub, TXU Cotp. is
permitted to amend employment agreements with its executive officers; because these amendments will be
implemented prior to the annual meeting, the disclosure under the section entitled “The Merger - Interests of our
Directors and Executive Officers in the Merger” of this proxy statement is presented as though the amendments
have already been implemented. In addition, in providing its consent to these matters, Parent sought from TXU, and
was granted, the opportunity to begin meeting with senior managers of TXU Corp. and its subsidiaries for the
purpose of discussing employment opportunities with TXU Corp. following the Effective Time. Parent expects to
begin those discussions shortly.

Equity Compensation Awards
Long-Term Incentive Plan (“LTIP”) Performancé Awards

TXU Corp.’s LTIP performance awards were designed to provide incentives for TXU Corp. management, over
a three-year period, linked to total shareholder return (“TSR”, which basically is stock price appreciation/
depreciation plus dividends) as compared to the companies in the Standard & Poor’s (“S&P™) 500 Electric
Utility Index and/or the S&P Multi-Utilities Index. and, for certain awards, in part on an absolute TSR over the
relevant performance period. Because the Merger will cause the Common Stock to cease to be publicly iraded, the
Organization and Compensation Committee of the Board of Directors decided to end the performance periods under
outstanding LTIP awards as of the completion of the Merger and make performance calculations based on relative
TSR performance and/or absolute TSR performance through the Effective Time as determined by the Organization
and Compensation Committee of the Board of Directors measured by the $69.25 Per Share Merger Consideration
{with awards measured on absolute TSR performance adjusted for the duration of the performance period through
the closing). The cash amounts payable will be determined by taking the number of shares of Common Stock
issuable based upon the performance calculations, multiplied by $69.25. The amounts payable will be vested and
not subject to forfeiture, but for our executive officers. other than our Controller and the CEO of Oncor (who
became an executive officer after the Merger Agreement was signed), will not be paid until the end of the LTIP
awards’ original performance period (which is March 31, 2008 for the 2005 LTIP awards, March 31, 2009 for the
2006 LTIP awards, and March 31, 2010 for the 2007 LTIP awards). However, as noted above. TXU Corp. is
permitted to terminate and pay out the 2005, 2006 and 2007 LTIP awards at the later of the Effective Time or
January 2, 2008, For our Controller, the CEO of Oncor and all other non-executive employees, amounts payable in
respect of outstanding LTIP awards will be paid at the closing of the Merger.

The number of shares of Common Stock payable pursuant to the 2005 and 2006 LTIP performance awards to
Messrs. Wilder, Campbell and Poole, and Jonathan Siegler can range from 0% to 200% of the number of awards
granted. calculated solely on the relative TSR performance. The number of shares payable pursuant to the 2005 and

-52-




2006 LTIP performance awards to Messrs. Baker, Greene, Michael McCall, lames Burke, Rizwan Chand, Michael
Childers, Robert Shapard and Charles Enze can range from 0% to 175% of the number of awards granted, with the
final calculation being based on a combination of such comparative TSR performance and an absolute TSR
performance. The 2007 LTIP performance awards for our executive officers are capped at a 100% payout if the
merger is completed, except with regard to Messrs. Poole and Siegler, whose awards have a maximum payout level
of 200% pursuant to their respective employment agreements.

The actual payouts for 2005, 2006 and 2007 awards upon completion of the Merger are not known at this
time, and will not be known prior to the completion of the Merger. The calculation of payout values as of the
completion of the Merger will be based on TXU Corp.’s TSR relative to the other companies in the peer group
indices referred to above und the defined absolute performance standard, as would be the case if the transaction
did not close. Factors that will impact the ultimate payout level include the time it takes to secure regulatory
approvals and satisfy other conditions to the closing of the Merger and the shareholder returns of the other
companies in the peer group indices through the closing date of the Merger. During the period since the Merger
was announced there has been substantial volatility in the TSR of the peer group companies, and as a result the
number of shares issuable based on performance at particular points in time has also been quite velatile. For
illustrative purposes, if the Merger were to have been completed as of July 20, 2007, with performance payout
percentages and the resulting number of shares payable based on TXU Corp.’s actual and relative TSR
performance and the performance of other companies in the relevant peer group indices through that date,
and valuing the shares payable using a $69.25 share price, the hypothetical resultant amounts our executive
officers would have been entitled to receive are shown in the table below:

2005, 2006 and 2007 LTIP Performance Awards Held and Implied Values

Number of  Shares Issuable Shares Issuable Implied Pre-Tax Value

Shares/Units  (at maximum (based on perfoermance (based on performance

Name Grant Year Issued performance) through July 20, 2007} through July 20, 2007}
C.John Wilder .. .............. 2005 300,000 638,923 543,084 $37.608.567
2006 300.000 620,943 367.380 $25,441,065
2007 300,000 301,917 301917 $20.907.752
David A. Campbell .. ... ...... .. 2005 40,000 85,190 72,412 $ 5,014,531
2006 40.000 82,792 48,984 $ 3392142
2007 40,000 40,256 40,256 $ 2,787,728
M.S. Greene . ................ 2005 28,000 52,179 47,706 $ 3,303,641
2006 13,100 23,725 21,039 $ 1,456,951
2007 9,100 9,158 9,158 $ 634,192
T.L.Baker................... 2005 28,000 52,179 47,706 $ 3.303.641
2006 10,500 19,016 16,864 $ 1,167,832
DavidP. Poole ................ 2005 30,000 63,892 54,308 $ 3.760.829
2006 30.000 62,094 36,738 § 2,544,107
2007 30,006 60,383 60,384 $ 4,181,592

Other 7 Executive Officers ‘

(asagroup). .. .............. 2005 107,970 203,867 185,023 $12,512.843
2006 117,300 215,027 184,579 $12.782.096
2007 66,300 76,787 76.788 $ 5.317.569

Ungranted 2008 and 2009 Long Term Incentive Awards upon a Termination without Cause or
Resignation for Good Reason

Under the terms of their respective employment agreements, if Messrs. Campbell and Poole were to (1) be
terminated by TXU Corp. without cause or (2) resign for good reason or (3) depart during a 30-day period
commencing on the six month anniversary of the Effective Time, they would be entitled to receive a cash payment
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equal to the guaranteed number of LTIP units issuable for 2008 and 2009 multiplied by the $69.25 Per Share Merger
Consideration. Mr. Siegler is similarly entitled to a cash payment in lieu of LTIP awards for 2008. Upon such a
qualifying termination, the payments these executives would be entitled to receive are shown in the table below:

Ungranted 2008 and 2009 LTIP Performance Awards Obligations

Guaranteed Number of

Name Units Issuable Estimated Value of Units
David A. Campbell . ........... ..., ... .. 80,000 $5,540,000
David P Poole ... ..o e ' 60,000 $4,155,000
Jonathan A, Siegler. ... ...... ... .. ... ... ... 10,000 $692,500

Deferred LTIP Shares/Units

Mr. Wilder's two year LTIP performance award that was earned and vested on March 31, 2006, has resulted in
407,094 shares and stock units (including reinvested dividends) being deferred by Mr, Wilder pursuant to
limitations in the LTIP in compliance with Section 162(m) of the Internal Revenue Code. Similarly,
Mr. Baker’s 2002 and two year 2003 LTIP performance awards which were eamed and vested on March 31,
2005, resulted in 149,058 shares and deferred stock units (including reinvested dividends) being deferred. On
May 25, 2007, the following 2004 LTIP performance awards which were earned and vested on March 31, 2007 were
deferred pursuant to the LTIP: 423,808 for Mr. Wilder, 160,950 for Mr. Baker, 73,152 for Mr. Greene and 12,425 for
Mr. Campbell. The number of deferred shares discussed above has increased with reinvested dividends through
July 20, 2007 to: 426,516 for Mr. Wilder, 161,978 for Mr. Baker, 73,620 for Mr. Greene and 12,505 for
Mr. Campbell. Upon the completion of the Merger, these previously earned and vested deferred shares and
units will be converted into the right to receive cash in an amount equal to $69.25 per share or unit. Certain of the
deferred shares and units included in the table below for Messrs. Wilder (190,426) and Baker (1,150) are also
included in the beneficial ownership table on page 86.

Deferred LTIP Shares and Units Held and Values

Number of Deferred

Name LTIP Shares/Units Pre-Tax Value
C.John Wilder. .. ....... ..ot e 833,610 $57,727.493
T. L. BaKer ... e 311,036 : $£21,539,243
M.S. GIEENE . ottt e e e e 73.620 $5,098,185
David A. Campbell . ........ ... .. ... . .. 12,505 $865,971

Deferred Shares Held in Rabbi Trust

To join TXU Corp., Mr. Wilder had to forfeit centain benefits from his prior employer. To partially compensate
Mr. Wilder for a portion of his forgone compensation and to conserve cash payments in a time TXU Corp. was cash
constrained, TXU Corp. established a rabbi trust, which holds 1,000,000 shares of Common Stock purchased for the
benefit of Mr. Wilder by TXU Corp. On June 20, 2005, Mr. Wilder elected to defer the distribution of the shares held
in the rabbi trust to the later of their original distribution dates, or April 1 following the calendar year during which
Mr. Wilder's employment with TXU Corp. terminates. The number of shares has increased with reinvested
dividends to 1,087,964. Upon the completion of the Merger, these deferred shares will be converted into the right to
receive cash in an amount equal to $69.25 per share, which would result in an aggregate cash out value of
$75,341,507.
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Directors’ Deferred Stock Units

Upon completion of the Merger, all share units previously earned under the TXU Deferred Compensation Plan
for Outside Directors will be paid out in cash in an amount equal to each director’s number of units held multiplied
by $69.25. The aggregate number of share units held by the directors (including Dr. de Planque, who resigned on
March 2, 2007) is 1 10,277 and the aggregate cash out value at $69.25 is $7,636,682. The average payout per outside
director is $763,667 and the highest payout for any outside director is $2,162,308.

Employment Agreements and Change in Control Severance Policy
Employment Agreement with Mr. Wilder

Mr. Wilder’s employment agreement with TXU Corp. provides that (1} if the completion of the Merger occurs
after February 23, 2008 and Mr. Wilder terminates his employment for any reason within six months following the
completion of the Merger, or (2) if Mr. Wilder is terminated without cause (as defined in the employment
agreement) or he resigns for good reason (as described in the employment agreement), Mr. Wilder will be entitled to
the following:

» A prorated annual bonus for the year of termination.

+ A cash severance payment equal to two times Mr. Wilder's annualized base salary and target bonus paid
immediately after termination.

* Distribution of the rabbi trust shares previously earned and vested by him.
« Certain continuing health care and fringe benefits.

* A tax gross-up payment concurrently with and to offset any “golden parachute excise taxes™ which may
result under Section 4999 of the Code or other excise or special additional taxes.

«  Any vested, accrued benefits to which he or she is entitled under TXU Corp.’s employee benefits plans paid
within thirty days of termination, or, if applicable, according to the terms of the plan, policy or program
under which the benefit was granted.

If the completion of the Merger occurs on or prior to February 23, 2008 and Mr. Wilder terminates his
employment for any reason (other than by resignation with good reason) within six months following the closing,
Mr. Wilder will be entitled to the benefits set forth above, except that Mr. Wilder will not be entitled to receive the
cash severance payment. .

Mr. Wilder’s employment agreement also provides for an automatic extension if a change of control (as
defined in the employment agreement) is completed during the last two years of the initial five year term of the
agreement. Consequently, upon completion of the Merger, the term of his employment agreement would be
extended until the second anniversary of the completion of the Merger, His employment agreement also provides
that he will be entitled to an LTIP award having a target payout of 300,000 shares during each year the term of the
agreement is extended and Mr. Wilder remains employed by TXU Corp.

Mr. Wilder has indicated that he will not remain employed by TXU Corp. following the Effective Time, and
has agreed with Parent that his departure would constitute a resignation for “good reason.”

Employment Agreements with Messrs, Campbell, Burke, Poole and Siegler

Messrs. Campbell, Burke, Poole and Siegler’s employment agreements with TXU Corp. provide that in the
event the executive is terminated without cause {as defined in the individual employment agreements) or resigns for
good reason (as defined in the individual employment agreements) within 24 months following the completion of
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the Merger or if the executive resigns for any reason during the 30-day period commencing on the six month
anniversary of the Effective Time, the executive will be entitled to receive:

» A lump sum cash payment equal to three times the sum of the annualized base salary and annual bonuses
for Mr. Campbell and two times the sum of the annualized base salary and annual bonuses for the other
executives paid immediately after termination.

+  For all but Mr. Burke, granting, immediately after termination, cash payment in lieu of all ungranted LTIP
performance awards that would have been granted during the remainder of the term of the employment
agreement in an amount equal to the guaranteed number of units issuable to such executive multiplied by
the $69.25 Per Share Merger Consideration.

» Certain continuing health care and fringe benefits.

= A tax gross-up payment concurrently with and to offset any “golden parachute excise taxes” which may
result under Section 4999 of the Code or other excise or special additional taxes.

+  For Mr. Campbell and Mr. Poole, an additional two years of service credit for each year remaining in the
term of their respective employment agreement under the TXU Retirement Plan and the TXU Second
Supplemental Retirement Plan.

«  Any vested, accrued benefits to which he or she is entitled under TXU Corp.’s employee benefits plans paid
within thirty days of termination, or, if applicable, according to the terms of the plan, policy or program
under which the benefit was granted.

The employment agreements for Messrs. Campbell, Burke, Poole and Siegler also provide for an automatic
extension upon a change of control (as defined in their respective employment agreements). Consequently, upon
completion of the Merger, the term of their respective employment agreements would be extended until the second
anniversary of the completion of the Merger (except with respect to Mr. Siegler, whose employment agreement
provides for a one year extension).

Executive Change in Control Policy

Messrs. Baker, Greene, Chand, Childers, Enze, Shapard and McCall are not covered by individual
employment agreements, but they participate in the TXU Executive Change in Control Policy. This policy
provides transition benefits in the event a covered executive is terminated without cause (as defined in the policy), or
resigns for good reason (as defined in the policy), from TXU Corp. within 24 months following the Effective Time
(as that term is defined on page 68). Messrs. Wilder, Campbell, Burke, Poole and Siegler are currently not eligible
for benefits under the Executive Change in Control Policy because they have entered into employment agreements
with TXU Corp. Under the terms of the Executive Change in Control Policy and upon the events described above, a
participant will receive:

» A one-time lump sum cash severance payment in an amount equal to two times the sum of (a) his or her
annualized base salary and (b) his or her annual target incentive award for the year of termination or
resignation.

+ Continued coverage under TXU Corp.’s health care benefit plans for two years.
» OQutplacement assistance at TXU Corp.’s expense for 18 months.
= Any vested, accrued benefits to which he or she is entitled under TXU Corp.’s employee benefits plans.

» A tax gross-up payment concurrently with and to offset any “golden parachute excise taxes” which may
result under Section 4999 of the Code from the severance benefits described above under the Executive
Change in Control Policy (plus a prorated portion of the LTIP awards), provided that such severance
benefits will be subject to a cut-back to the Section 280G limit if the severance benefits do not exceed
110% of such limit.
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Given an assumed closing date for the Merger of December 1, 2007 and assuming an immediate
qualifying termination of each executive officer, the one-time lump sum cash severance amount payable to
our executive officers (excluding other severance benefits and “golden parachute™ gross-ups and cut-backs) in
such circumstance would be:

Cash Severance Amounts Payable

Name Amount
C. John Wilder. .. ............ e $9,791,667
T L, BaKer ..o e e e $2.022,400
David A. Campbell . .. ..ot $1.833,600
M. S Greene . . .. e e e e $1,622,400
David P. Poole . . ..., .. .. e $982.400
Other 7 Executive Officers (asagroup) . .......... ... ... ..... $8,435,000

Potential Aggregate Excise Tax Gross Up Amount

Under certain circumstances, as explained above, TXU Corp. executives may be subject to certain ¢xcise taxes
under Code Section 4999 as a result of the application of Code Section 280G 10 any payments they receive in
connection with a change in control of TXU Corp. (which would include completion of the Merger). Pursuant to
their employment agreements, TXU Corp. has agreed to reimburse Messrs. Wilder, Campbell, Poole, Burke and
Siegler for all excise taxes that are imposed on them, including those imposed under Code Section 4999, and any
income and excise taxes, interest and penalties that are payable by the executive as a result of any such
reimbursements. TXU Corp. will also reimburse its other executives for excise taxes that are attributable to
benefits received pursuant to its Change in Control Policy, which would only provide benefits if the executive’s
employment is terminated without cause or the executive resigns for good reason (as those terms are defined in the
Policy) within 24 months following the completion of the Merger.

While the actual cost to TXU Corp. under these provisions is impossible to calculate at this time (actval excise
tax liability and lost tax deductibility depends on whether the benefit payments actually paid to executives are
deemed to be “parachute payments™ subject to federal excise tax, and on a number of other employment-related
itens that have not yet been decided, including the reasonableness of executive compensation rates and future
employment arrangements), the maximum aggregate cost to TXU Corp. related to these provisions is
approximately $143,000,000 for our 12 executive officers as a group. This amount represents TXU Corp.’s
estimated maximum possible exposure level for costs related to excise tax liability and the actual amount payable is
tikely to be substantiaily lower. The actual costs for excise tax-related liability, if payable, would be incurred by
TXU Corp. through tax withholding on béhalf of the executive in the year that the “parachute payments™ are made to
the executive. If the amounts paid on behalf of the executive at the time the excise taxes are due are not sufficient to
satisfy the tax in full, TXU Corp. will pay the additional amounts necessary to satisfy the excise taxes in accordance
with the terms of the respective employment agreements, or otherwise, within 30 days of the deadline for payment
of such excise taxes. Similarly, if the amounts paid by TXU Corp. to satisfy the excise taxes result in a refund paid to
the executive, the executive will be required to pay the refund amount to TXU Corp. within 30 days of the
executive’s receipt of such excise refund.

This amount is based on the same assumptions and conditions explained in detail in the section entitled
“Excise Tax Gross-Ups” beginning on page 139, except that the maximum aggregate cost of $143,000,000 listed
above was calculated (1) assuming that a change in control of TXU Corp. occurred on December 1, 2007,
(2) valuing TXU Corp.’s stock at the $69.25 Per Share Merger Consideration, (3) assuming that the executive's
employment with TXU Corp. terminated on December 1, 2007, and (4) including the value of TXU Corp.’s lost
tax deduction under Code Section 280G. In addition, to the extent that any payout was conditioned upon or
determined based on achievement of performance criteria, it was assumed that such payout would be at the
maximuimn level of performance.
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Deferred Compensation Plans and Pension Arrangements

Upon the completion of the Merger, all participants (including our executive officers) will become fully vested
in their accounts under the TXU Salary Deferral Program, the TXU Second Supplemental Retirement Plan and the
TXU Deferred Incentive Compensation Program. In addition, upon completion of the Merger, under the TXU
Deferred and Incentive Compensation Plan, (1) all amounts that would mature within 12 months of the completion
of the Merger will be deemed matured, and the trustee will pay such amounts in full, within 30 days following the
closing, and (2) with respect to all amounts that would mature more than 12 months following the completion of the
Merger. participants will be entitled to elect, as of the closing, to have such amounts mature and be distributed on the
first anniversary of the completion of the Merger or as of the date they would otherwise mature.

Under the TXU Thrift Plan, all excess amounts in the suspense account of the Leveraged—Employee Stock
Ownership Plan will be allocated to participants’ accounts {including our executive officers’ accounts) no later than
the last day of the plan year in which the completion of the Merger occurs.

Based on an assumed closing date for the Merger of December I, 2007, the table below sets forth the aggregate
accelerated vesting of deferred compensation plans and pension arrangements and the LESOP excess allocation
amount for our executive officers:

Aggregate Accelerated Vesting of Deferred Compensation Plans and Pension Arrangements Values

Name Value
C.dohn Wilder .. .ot i i e e e e $2.997,573
N R R - T 77 P $29.319
David A. Campbell .. . ... ... $204,748
M. S Greene . .ot o e et e $29.319
David P. POOlE . . . oo e e e e e e $189,207
Other 7 Executive Officers (as a group) . . - ... ... o iii i $5,558,948

Trust Funding

Within 30 days after the Effective Time. TXU Corp. will be obligated to (1) fully fund into a trust all of the
unfunded obligations under the TXU Salary Deferral Program and the TXU Second Supplemental Retirement Plan
and (2) fund a trust to pay for the premiums on the vested portion of the TXU Split Dollar Life Insurance Program
until such time as the cash surrender value is sufficient to maintain the policy. Such funding is for the benefit of all
participants in such plans {including our executive officers) and the aggregate trust funding for such benefits is
expected to be about $17 million. '

In addition, TXU Corp. will fund into a trust all amounts payable in respect of LTIP awards which are not paid
out on the completion of the Merger. For this purpose, prior to the completion of the Merger, TXU Corp. currently
intends to establish an irrevocable rabbi trust and immediately prior to the completion of the Merger would fund
such trust with the amounts payable in respect of such LTIP awards, including any anticipated accrued dividends.
The trust is expected to have an independent trustee, such as a trust company, which would administer all amounts
held in the trust. The trust document is expected to provide that any funds in the trust associated with 2005 LTIP
awards will be paid out on March 31, 2008: any funds in the trust associated with the 2006 LTIP awards will be paid
out on March 31, 2009; and any funds in the trust associated with the 2007 LTIP awards will be paid out on
March 31, 2010, provided that if TXU Corp. terminates and pays out the executive officers” 2005, 2006 and 2007
LTIP awards at the tater of the Effective Time or January 2, 2008, then such funds will be paid out on such date. LTIP
award participants with funds in this trust would receive, as of the date of the completion of the Merger, a statement
listing the amount of the funds to which he or she is entitled and the timing of payment.




Potential Future Employment

Mr. Wilder has indicated that he will not remain employed by TXU Corp. following the Merger. Mr. Baker has
also advised TXU Corp. of his intention to retire following the Merger. While Parent has requested, and been
granted, the opportunity to begin discussions with the other executive officers regarding future employment
opportunities with TXU Corp. following the Effective Time, and expects to begin these discussions shortly, as of the
date of this proxy statement, none of the other executive officers have entered into any agreement or understanding
with the Parent regarding employment with, or the right to receive equity compensation awards from or make a
personal investment in, Parent after the Effective Time. However, companies contrelled by private equity firms,
such as Parent, often seck to retain certain existing management employees of acquired companies, such as TXU
Corp. Executives who are retained may enter into employment arrangements that provide the opportunity to invest
in the equity of the acquired company and/or may be provided equity or equity-linked awards and incentives. These
arrangements create the opportunity for significant investment returns if the investment proves to be successful for
the private equity firms, As stated above, no such arrangements exist as of the date of this proxy statement.

Indemnification and Insurance

We have director and officer, or “D&0O”, liability insurance for the purpose of reimbursing us when we have
indemnified our directors and officers. D&O liability insurance also provides direct payment to our directors and
officers under certain circumstances when we have not previously p'rovided indemnification. We also have liability
insurance which provides fiduciary coverage for us, our directors, officers and employees for any alleged breach of
fiduciary duty under the Employee Retirement Income Security Act. The D&O insurance was purchased for a one-
year period commencing on OGctober 31, 2006 at a net cost of $8,140,657. Fiduciary liability insurance was also
purchased for a one-year period commencing on October 31, 2006 at a net cost of $1,541,000. We plan to renew
both programs upon expiration. Our directors and officers also have interests as set forth under “Election of
Directors — Independence of Directors” beginning on page 91.

The Merger Agreement provides that, from and after the Effective Time, the surviving corporation in the
Merger will indemnify and hold harmless, to the fullest extent permitted by law, the present and former directors
and officers of TXU Corp. and its subsidiaries with respect to claims arising out of acts or omissions occurring at or
prior to the Effective Time.

The Merger Agreement also provides that TXU Corp. will, prior to the Effective Time, obtain and fuily pay the
premium for the extension of the directors’ and officers’ liability insurance covering those persons who are
currently covered by our directors’ and officers’ liability insurance policy and our fiduciary liability insurance
policies for at least six years from and after the Effective Time in an amount and on terms no less advantageous than
those applicable to our current directors and officers.

See section entitled “The Merger Agreement — Indemnification; Directors’ and Officers’ Insurance” on
page 83.
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Market Price and Dividend Data

The Common Stock is listed on the NYSE and the Chicago Stock Exchange (symbol: “TXU”). The table
below shows, for the periods indicated, the price range of the Common Stock, as reported by Bloomberg L.P., and
the dividends per share declared during each of the calendar quarters of 2007, 2006 and 2005 were as follows (prior
periods adjusted to reflect the stock split):

Common Stock Dividends
Low High Declared
Year ended December 31, 2007
First QUamer. . ... oot e e e e $52.85 $68.45 $0.4325
Second QUAMET . . . . . oottt e $63.05 $68.13 $0.4325
Third Quarter (through July 23.2007) . ............ $67.13 $68.00
$0.8650
Year ended December 31, 2006
First Quarter . . .. ... ...t it $44.43 $33.90 $0.4125
Second Quarter. .. .. ..ot $44.10 $59.93 50.4125
Third Quarter . .. .. .. vttt $58.14 $67.21 $0.4125
Fourth QUarter ... ... .. it ianeanns $53.05 $65.44 $0.4325
$1.6700
Year ended December 31, 2003
First QUaMer. .. .. .ot $30.22 $40.38 $0.2813
Second QuUarter . . . .. ... ... $37.36 $43.63 $0.2813
Thitd Quarter . .. ... .ottt e $40.17 $56.59 $0.2813
Fourth QUarter . . ... ....ooverrenenannn . $44.01 '$58.30 $0.4124
$1.2563

The following table sets forth the closing per share sales price of Common Stock, as reported on the NYSE on
February 22, 2007, the last full trading day prior to reports from U.S. publications that we were in discussions
concerning a possible merger transaction, on February 23, 2007, the last full trading day before the public
announcement of the proposed Merger, and on July 23, 2007, the latest practicable trading day before the printing of
this proxy statement:

Common Stock

Closing Price
February 22, 2007 . . . . e $57.64
February 23, 2007 . . . ... $60.02
July 23, 2007 L .o $67.25

Regulatory Matters

United States Antifrust. Under the HSR Act, and the rules thereunder, certain transactions, including the
Merger, may not be completed unless certain waiting period requirements have been satisfied. Parent and TXU
Corp. filed notification and report forms pursuant to the HSR Act with the DOJ and the FTC on June 28,2007. TXU
Corp. received notification on July 16, 2007 that the waiting period under the HSR Act had been terminated. The
requirements of the HSR Act will be satisfied if the Merger is completed within one year from the termination of the
waiting period. Even though the waiting period has been terminated, the DOJ, the FTC or others could take action
under the antitrust laws with respect to the Merger. including seeking to enjoin the completion of the Merger, to
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rescind the Merger or to conditionally approve the Merger. There can be no assurance that a challenge to the Merger
on antitrust grounds will not be made or, if such a challenge is made, that it would not be successful.

NRC Approval. TXU Corp. and Parent are seeking the approval of the NRC under the Atomic Energy Act of
the indirect transfer of the Comanche Peak nuclear operating licenses deemed to be created by the Merger and any
conforming amendments of such licenses to reflect that transfer. TXU Generation Company LP, our wholly-owned
subsidiary, filed an application with the NRC on April 19, 2007, seeking approval of any such transfer, and we and
Parent have agreed to cooperate with each other to facilitate the NRC's review of that application. The receipt of the
required NRC approval is a condition to the parties’ respective obligations to complete the Merger. The time peried
for third party intervention in respect of the NRC application expired on July 3, 2007 without notice of any
intervenor.

FERC Approval. TXU Corp. and Parent are also seeking the approval of FERC under Section 203 of the
Federal Power Act for the Merger. On May 4, 2007, two of our subsidiaries, Oncor and TXU Portfolio Management
Company LP (which has been rebranded as “Luminant Energy”), along with Parent, filed an application with FERC
seeking such approval, and TXU Corp. and Parent have agreed to cooperate with each other 1o facilitate FERC’s
review of the application. The receipt of FERC approval under Section 203 of the Federal Power Act is a condition
to the parties’ respective obligations to complete the Merger. The time period for third party intervention in respect
of the FERC application expired on June 18, 2007 without notice of any protest.

FCC Approval. TXU Corp. also sought approval by the FCC of the transfer of radio licenses and point-to-point
private microwave licenses we hold indirectly. We filed three applications with the FCC seeking such approvals and
all three applications have been approved. The receipt of FCC approval is not a condition to the parties’ obligations
to complete the Merger.

PUCT Report. Under the Texas Public Utility Regulatory Act and the rules of the PUCT, Oncor must file with
the PUCT a report on the Merger within 30 days of the closing of the transaction. On April 25, 2007, Oncor and
Parent filed the required report and application with the PUCT in order to allow the PUCT to conduct a review of the
transaction as it relates to Oncor, TXU Corp.’s regulated distribution and transmission business. Completion of the
PUCT"s review under Section 14.101 of the Texas Public Utility Regulatory Act is not a condition to the parties’
obligations to complete the Merger.

Legislative Matters. House Bill 624 was passed in the recently concluded Texas Legislative Session. That bill
includes a provision that requires an electric utility or transmission and distribution utility to report to, and obtain
approval of, the PUCT before closing any transaction in which: (1) the electric utility or transmission and
distribution utility will be merged or consolidated with another electric utility or transmission and distribution
utility; (2) at least 50 percent of the stock of the electric utility or transmission and distribution utility will be
transferred or sold; or (3) a controlling interest or operational control of the electric utility or transmission and
distribution utility will be transferred. House Bill 624 further provides that this requirement does not apply to a
transaction for which a definitive agreement was executed before April 1, 2007, if an electric utility or transmission
and distribution utility or a person seeking to acquire or merge with an electric utility or transmission and
distribution utility made a filing for review of the transaction under Section 14.101 of the Texas Public Utility
Regulatory Act before May 1, 2007, and the resulting proceeding was not withdrawn. Unless the Section 14,101
proceeding initiated by Oncor and Parent is withdrawn, the Merger should fall within this exception and not require
approval of the PUCT prior to closing.

In addition to House Bill 624, during the recently concluded Texas Legislative Session, several pieces of
legislation were introduced that, if passed, may have had a material impact on TXU Corp. and its financial
prospects, including for example, legislation that would have:

+ required TXU Corp. to separate its subsidiaries into two or three stand-alone companies, which could have
a significant tax cost to TXU Corp;

» required divestiture of significant wholesale power generation assets, which also could have resulted in a
signiftcant tax cost to TXU Corp.; and

* given new authority to the PUCT to cap retail electric prices.
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The active involvement of Parent and its representatives in the recently concluded Texas Legislative Session
had a significant beneficial impact on the outcome of the Texas Legislative Session with respect to proposed and
enacted legislation relating to TXU Corp. in the context of the proposed Merger. TXU Corp. expects that absent
completion of the Merger, TXU Corp., as a stand-alone company, would face significant renewed and ongoing
legislative and regulatory risks. :

It is 2 condition to the parties’ obligations to complete the Merger that no law or order be enacted or issued that
is in effect and restrains, enjoins, renders illegal or otherwise prohibits completing the Merger. Neither TXU Corp.
nor Parent is aware of any other regulatory approval that is material to TXU Corp.'s businesses and that is likely 1o
be adversely affected by completion of the transactions or of any approval or other action by any state, federal or
foreign government or governmental agency, other than routine relicensing procedures, that would be required to be
made or obtained before the completion of the Merger.

See the section entitled “The Merger Agreement — Conditions to the Merger” beginning on page 80.

Merger-Related Litigation

Two putative class and derivative lawsuits and one derivative lawsuit were filed in the United States District
Court, Northern District of Texas, Dallas Division in March 2007 against the directors of TXU Corp., TXU Corp., as
a nominal defendant, and the Sponsors. On April 27, 2007, the Plaintiffs filed Amended Complaints asserting only
derivative claims against the same defendants. The lawsuits seek to challenge and enjoin the Merger Agreement.
The cases allege that the directors abused their ability to control and influence TXU Corp., commitied gross
mismanagement and violated various fiduciary duties by approving the Merger Agreement and the Sponsors aided
and abetted that alleged conduct. The Plaintiffs contend that the directors violated fiduciary duties owed to
sharcholders by failing to maximize the vatue of TXU Corp. and by breaching duties of loyalty and due care by not
taking adequate measures to ensure that the interests of sharcholders were properly protected. The Merger
Agreement allowed TXU Corp. to solicit other proposals from third parties until April 16, 2007 and the transaction
is subject to the approval of TXU Corp.’s shareholders. Accordingly, TXU Corp. and its directors filed a Motion to
Dismiss in each action based on the Plaintiffs’ failure to comply with the provisions of the Texas Business
Organizations Code (the “TBOC™) applicable to filing and pursuing derivative proceedings. The Motions are
pending before the Court.

In February and March 2007, three derivative lawsuits were filed in Dallas County state district courts arising
out of the Merger Agreement. The suits, filed by putative shareholders, allege that TXU Corp.’s directors, named as
defendants, breached fiduciary duties owed TXU Corp. by approving the Merger Agreement. The petitions, now
consolidated into one action in the 44th District Court, Dallas County, Texas, include claims that the defendants
failed to ensure that the transaction was in the best interest of TXU Corp.; that the directors participated in a
transaction where their loyalties were divided and where they were 10 receive a personal financial benefit; that such
alleged conduct constituted a breach of their duties of care, loyalty, good faith, candor and independence owed to
TXU Corp.; and that the Sponsors aided and abetted the alleged breaches of fiduciary duties by the directors. TXU
Corp. believes that the Plaintiffs failed to comply with provisions of the TBOC applicable to filing and pursuing
derivative proceedings and thus have filed a Motion to Dismiss that is pending before the Court. Additionally, TXU
Corp. has filed a Written Statement with the Court advising that, pursuant to the TBOC, a Derivative Demand
Committee of independent and disinterested members of TXU Corp.’s board of directors has been formed and is
engaged in the active review, in good faith, of the allegations in the consolidated derivative lawsuits. Consequently,
TXU Corp. has requested that the Court enforce the automatic and mandatory stay of the proceedings as provided in
the TBOC until the Derivative Demand Committee has completed its review. On May 16, 2007, the parties agreed to
stay the consolidated derivative proceeding pending the Derivative Demand Committee’s review of Plaintiffs’
claims in that proceeding. On May 18, 2007, the Court entered an order staying the action in accordance with
Section 21.555 of the TBOC. On July 18, 2007, TXU Corp. filed a Written Statement pursuant to TBOC
Section 21.555(c) and an Application for Additional Stay informing the District Court that the Derivative Demand
Committee was continuing its active review, in good faith, of the allegations set forth in the derivative lawsuits and
accordingly requested an extension of the order staying the action through August 31, 2007. The Court has not yet
ruled upon the Written Statement and Application.
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In February and March 2007 eight lawsuits were filed in state district court in Dallas County, Texas by putative
shareholders against the directors of TXU Corp., TXU Corp., the Sponsors, and certain financial entities, asserting
claims on behalf of owners of shares of TXU common stock as well as seeking to certify a class action on behalf of
allegedly similarly situated shareholders. The lawsuits, which have been consolidated into one action in the
44th District Court, Dallas County, Texas, contend that the directors of TXU Corp. violated various fiduciary duties
owed plaintiffs and other shareholders in connection with the execution of the Merger Agreement and that the
Sponsors and certain financial entities aided and abetted the alleged breaches of fiduciary duties by the directors.
Plaintiffs seek to enjoin defendants from consummating the Merger Agreement until such time as a procedure or
process is adopted to obtain the highest possible price for shareholders, as well as a request that the Court direct the
officers and directors of TXU Corp. to exercise their fiduciary duties in order to obtain a transaction in the best
interest of TXU Corp. shareholders. The consolidated suit includes claims that the directors failed to take steps to
properly value or maximize the value of TXU Corp. and breached their duties of loyalty, good faith, candor and
independence owed to TXU Corp. shareholders. The Merger Agreement allowed TXU Corp. to solicit other
proposals from third parties until April 16, 2007 and is subject to the approval of TXU Corp.’s shareholders. The
consolidated suit purports to assert claims by shareholders directly against the directors. TXU Corp. believes that
Texas law does not recognize such a cause of action. Consequently, TXU Corp. and its directors have filed a Motion
to Dismiss. On May 23, 2007, the Court granted the Motion and dismissed the consolidated putative class action suit
with prejudice, On May 31, 2007, Plaintiffs moved for reconsideration of the May 25 Order dismissing the action.
The motion is pending before the Court. TXU Corp. believes the claims made in this litigation are without merit
and, therefore, intends to vigorously defend this litigation.

On July 19, 2007, a putative class action lawsuit was filed in the United States District Court, Northern District
of Texas, Dallas Division by a putative shareholder against TXU Corp. and its directors asserting a claim under
Section 14{a) of the Securities Exchange Act of 1934 and the rules and regulations thereunder, asserting that the
preliminary proxy statement of TXU Corp. filed June 14, 2007 fails to adequately describe the relevant facts and
circumstances regarding the Merger as well as seeking to certify the litigation as a class action on behalf of allegedly
similarly situated shareholders. TXU Corp. has not yet responded to this litigation and, as described below, on
July 23, 2007, the Sponsors, joined by TXU Corp. for the limited purpose described below, have entered into a
memorandum of understanding with plaintiffs that would result in the dismissal of this litigation if the settlement is
approved by the courts. In the event that TXU Corp. is required to respond to this litigation, TXU Corp. will file a
Motion to Dismiss based on the fact that this proxy statement clearly and accurately describes the information
regarding the Merger and the information necessary for a shareholder to evaluate the proposal to approve the Merger
Agreement, TXU Corp. believes the claims made in this litigation are without merit and, therefore, if necessary,
TXU Corp. intends to vigorously defend this litigation,

Agreement in Principle to Settle the Merger-Related Litigation

On July 23, 2007, the Sponsors, joined by TXU Corp. for the limited purpose described below, executed a
memorandum of understanding with the plaintiffs in certain of the lawsuits described above under the heading
“Merger-Related Litigation™ pursuant to which, if approved by the court in which the litigation is pending, to the
extent required, all of the litigation related to the Merger will be dismissed with prejudice, Neither TXU Corp. nor
any of its directors agreed to fund any payment or pay any other consideration under the settlement. TXU Corp. did
agree to make certain revisions to this proxy statement as part of the agreement between the Sponsors and the
plaintiffs to settle the litigation and agreed that under certain circumstances the termination fee payable by TXU
Corp. under the Merger Agreement would be $9235 million rather $1 billion. The settlement of the litigation, subject
to court approval, will result in a dismissal of all Merger-related claims against TXU Corp. and its officers and
directors.

Rights of Dissent and Appraisal

Under the TBOC, you have the right to demand appraisal of your shares of Comimon Stock in connection with
the Merger and to receive, in lieu of the Per Share Merger Consideration, payment in cash, without interest, for the
fair value of your shares of Common Stock as determined by an appraiser selected in a Texas state court proceeding.
TXU Corp.’s shareholders ¢lecting to exercise appraisal rights must comply with the provisions of Section 10.356 of
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the TBOC in order to perfect their rights of dissent and appraisal. TXU Corp. will require strict compliance with the
statutory procedures,

The following is intended as a brief summary of the material provisions of the Texas statutory procedures
required to be followed by a shareholder in order to demand and perfect appraisal rights. This summary, however, is
not a complele statement of all applicable requirements and is qualified in its entirety by reference to Subchapter H
of Chapter 10, and specifically Sections 10.354 to 10.361 of the TBOC. The full text of Subchapter H of Chapter 10
appears in Annex D to this proxy statement,

This proxy statement constitutes TXU Corp.’s notice to its shareholders of the availability of appraisal rights in
connection with the Merger in compliance with the requirements of Section 10.355 of the TBOC. If you wish to
consider exercising your appraisal rights, you should carefully review the text of Section 10.356 of the TBOC
contained in Annex E since failure to timely and properly comply with the requirements of Section 10.356 of the
TBOC will result in the loss of your appraisal rights under Texas law.

If you elect to demand appraisal of your shares of Common Stock, you must satisfy each of the following
conditions:

= prior to the annual meeting you must deliver to TXU Corp. a written objection to the Merger stating your
intention to exercise your right to dissent in the event that the Merger is completed, and setting forth the
address at which notice shall be provided to you in that event.

* this written objection must be in addition to and separate from any proxy or vote against the approval of the
Merger Agreement. Voting against the approval of the Merger Agreement by itself does not constitute a
demand for appraisal within the meaning of Section 10.356 of the TBOC.

*  you must vote against the approval of the Merger Agreement. Failing to vote against approval of the
Merger Agreement will constitute a waiver of your appraisal rights. An abstention from or a vote in favor
of the approval of the Merger Agreement, by proxy or in person, will constitute a waiver of your appraisal
rights in respect of the shares of Common Stock so voted and will nullify any previously filed written
demands for appraisal.

*  You must continzously hold your shares of Common Stock through the Effective Time.

If you fail to comply with any of these conditions and the Merger is completed, you will be entitled to receive
the Per Share Merger Consideration for your shares of Common Stock as provided for in the Merger Agreement if
you are the holder of record at the Effective Time, but you will have no appraisal rights with respect to your shares of
Common Stock. A proxy card which is signed and does not contain voting instructions will, unless revoked, be
voted “FOR” the approval of the Merger Agreement, will constitute a waiver of your right of appraisal, and will
nullify any previous written demand for appraisal.

All written objections should be addressed to TXU Corp.’s Secretary at Energy Plaza, 1601 Bryan Street,
Dallas, Texas 75201, and should be executed by, or on behalf of, the record holder of the shares of Common Stock in
respect of which appraisal is being demanded. The written objection must reasonably inform TXU Corp. of the
identity of the shareholder and the intention of the shareholder to demand appraisal of such shareholder’s shares of
Common Stock.

To be effective, a written objection must be made by or on behalf of, the sharcholder of record. The written
objection should set forth, fully and correctly, the shareholder of record’s name as it appears on his or her Common
Stock certificate(s) and should specify the holder’s mailing address and the number of shares of Common Stock
registered in the holder’s name and the fair value of the Common Stock as estimated by the shareholder. The written
objection must state that the person intends to exercise their right to dissent under Texas law in connection with the
Merger. Beneficial owners who do not also hold the shares of Common Stock of record may not directly make
appraisal demands to TXU Corp. The beneficial holder must, in such cases, have the record owner submit the
required demand in respect of those shares of Common Stock. If shares of Common Stock are owned of record in a
fiduciary capacity, such as by a trustee, geardian or custodian, execution of a written objection must be made in that
capacity; and if the shares of Common Stock are owned of record by more than one person, as in a joint tenancy or
tenancy in common, the written objection must be executed by or for all joint owners. An authorized agent,
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including an authorized agent for two or more joint owners, miay execute the written objection for appraisal for a
shareholder of record; however, the agent must identify the record owner or owners and expressly disclose the tact
that, in executing the written objection, he or she is acting as agent for the record owner. A record owner, such as a
broker, who holds shares of Common Stock as a nominee for others, may exercise his or her right of appraisal with
respect to the shares of Common Stock held for one or more beneficial owners, while not exercising this right for
other beneficial owners. In that case, the written objection should state the number of shares of Common Stock as to
which appraisal is sought. Where no number of shares of Common Stock is expressly mentioned, the written
objection will be presumed to cover all shares of Common Stock held in the name of the record owner.

If you hold your shares of Common Stock in a brokerage account or in other nominee form and you wish to
exercise appraisal rights, you should consult with your broker or the other nominee to determine the appropriate
procedures for making a demand for appraisal by the nominee.

Within 10 days after the Effective Time, TXU Corp. must give written notice that the Merger has become
effective to each shareholder of TXU Corp. who has properly filed a written objection and who voted against the
approval of the Merger Agreement, Any sharcholder making a written demand for payment must submit to TXU
Corp. for notation any certificated shares held by that shareholder which are subject to the demand within 20 days
after making the written demand. The failure by any shareholder making a written demand to submit its certificates
may result in the termination of the shareholder’s appraisal rights.

TXU Corp. has 20 days after its receipt of a demand for payment to provide notice that TXU Corp. (i) accepts
the amount claimed in the written demand and agrees to pay the amount claimed within 90 days from Effective
Time, or (ii) offer to pay its estimated fair value of the shares of Common Stock not later than 60 days after the date
the _offer is accepted.

If, within 60 days after the date TXU Corp. first delivered its offer to pay its estimated fair value of the shares of
Common Stock to the shareholder, the offer is not accepted, and TXU Corp. and a shareholder who has delivered
written demand in accordance with Section 10.356 of the TBOC do not reach agreement as to the fair value of the
shares of Common Stock, either TXU Corp. or the shareholder may, within 60 days after the expiration of the
60-day demand period, file a petition in a court in Dallas County, Texas, with a copy served on TXU Corp. in the
case of a petition filed by a shareholder, demanding a determination of the fair value of the shares of Common Stock
held by all shareholders entitled to appraisal. TXU Corp. has no obligation and has no present intention to file such a
petition if there are objecting shareholders. Accordingly, it is the obligation of TXU Corp.’s shareholders to initiate
all necessary action to perfect their appraisal rights in respect of shares of Common Steck within the time prescribed
in Sections 10.361 of the TBOC. The failure of a shareholder to file such a petition within the period specified could
nullify the shareholder’s previously written demand for appraisal.

If a petition for appraisal is duly filed by a shareholder and a copy of the petition is delivered to TXU Corp.,
TXU Corp. will then be obligated, within 10 days after receiving service of a copy of the petition, to provide the
office of the clerk of the court in which the petition was filed with a list containing the names and addresses of all
shareholders who have demanded an appraisal of their shares of Common Stock and with whom agreements as to
the value of their shares of Common Stock have not been reached.

After notice to dissenting shareholders, the court will conduct a hearing upon the petition. and determine those
sharcholders who have complied with Sections 10.354 to 10.36]1 and who have become entitled to the appraisal
rights provided thereby.

Afier determination of the shareholders entitled to appraisal of their shares of Common Stock, the court will
appraise the shares of Common Stock, determining their fair value. When the value is determined, the court will
direct the payment of such value to the shareholders entitled to receive the same. immediately to the holders of
uncertificated shares of Common Stock and upon surrender by holders of the certificates representing shares of
Common Stock.

You should be aware that the fair value of your shares of Common Stock as determined under Section 10.362 of
the TBOC could be more, the same. or less than the Per Share Merger Consideration. You should also be aware that
the opinions of TXU Corp.’s financial advisors as to the faimess, from a financial point of view, of the Per Share
Merger Consideration do not purport to be appraisals.
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Costs of the appraisal proceeding may be imposed upon TXU Corp. and the shareholders participating in the
appraisal proceeding by the court as the court deems equitable in the circumstances. Upon the application of a
shareholder, the court may order all or a portion of the expenses incurred by any shareholder in connection with the
appraisal proceeding, including, without limitation, reasonable attorneys’ fees and the fees and expenses of experts,
to be charged pro rata against the value of all shares of Common Stock entitled to appraisal. Any shareholder who
had demanded appraisat rights will not, after the Effective Time, be entitled to vote shares of Common Stock subject
to that demand for any purpose or to receive payments of dividends or any other distribution with respect to those
shares of Common Siock, other than with respect to payment as of a record date prior to the Effective Time;
however, if no petition for appraisal is filed within 120 days after the date TXU Corp. first delivered its offer to pay
its estimated fair value of the shares of Common Stock to the shareholder. or if the shareholder delivers a written
withdrawal of such shareholder’s demand for appraisal and an acceptance of the terms of the Merger prior to the
filing of a petition for appraisal or if the court adjudges that the shareholder is not entitled to elect to dissent, then the
right of that shareholder 1o appraisal will cease and that shareholder will be entitled to receive the Per Share Merger
Consideration, Any withdrawal of a demand for appraisal made after the filing of a petition for appraisal may only
be made with the written approval of TXU Corp.

Failure to comply with all of the procedures set forth in Sections 10.354 to 10.361 of the TBOC wilt result in
the loss of a shareholder’s statutory appraisal rights. In view of the complexity of Sections 10.354 to 10.361 of the
TBOC, TXU Corp.’s sharcholders who may wish to dissent from the Merger and pursue appraisal rights should
consult their legal advisors.

Accounting Treatment

The Merger will be accounted for as a “purchase transaction” for financial accounting purposes.

Material U.S. Federal Income Tax Consequences of the Merger to U.S. Shareholders

The following section describes the material U.8. federal income tax consequences of the transaction to the
U.S. Holders {as defined betow). This discussion addresses only those U.S. Holders that hold their Common Stock
as a capital asset within the meaning of Section 1221 of the Internal Revenue Code of 1986, as amended, or the
Code, and does not address all the United States federal income tax consequences that may be relevant to a
particular U.S. Holder in light of its individual circumstances or to U.S. Holders that are subject to special rules,
such as:

+ financial institutions;

* insurance companies;

» shareholders subject to the alternative minimum tax;

+ persons that have a functional currency other than the U.S. dollar;

» regulated investment companies;

* investors in pass-through entities;

* (ax-exempt organizations;

» dealers in securities or currencies;

« traders in securities that elect to use a mark to market method of accounting;

s persons that own Common Stock as part of a straddle, hedge, constructive sale or conversion
transaction; and

» shareholders who acquired their shares of Common Stock through the exercise of an employee stock
option or otherwise as compensation.
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This discussion only describes the tax consequences to U.S. Holders. The term “U.S. Holder” means a
beneficial owner of Common Stock that is, for U.S. federal income tax purposes:

* a citizen or resident of the U.S.;
» a domestic corporation;
« an estate whose income is subject to U.S. federal income tax regardless of its source; or

= atrust, if a U.S. court can exercise primary supervision over the trust’s administration and one or more
U.S. persons are authorized to control all substantial decisions of the trust.

The following is based upon the Code, its legislative history, existing and proposed regulations thereunder and
published rulings and decisions, all as currently in effect as of the date hereof, and all of which are subject to change,
possibly with retroactive effect. Tax considerations under state, local and foreign laws, or U.S. federal laws other
than those pertaining to the U.S. federal income tax, are not addressed in this document. Determining the actual tax
consequences of the Merger to a particular shareholder may be complex. They will depend on your specific
situation and on tactors that are not within our control. You should consult with your own tax advisor as to the tax
consequences of the Merger in your particular circumstances, including the applicability and effect of the
alternative minimum tax and any state, local or foreign and other tax laws and of changes in those laws.

The receipt of cash for shares of our common stock pursuant to the Merger will be a taxable transaction for
U.S. federal income tax purposes and may also be a taxable transaction under applicable state, local or foreign
income or other tax laws. For U.S. federal income tax purposes, a U.S. Holder who receives cash in exchange for
shares of our Common Stock pursuant to the Merger will generally recognize capital gain or loss equal to the
difference, if any, between the amount of cash received and the U.S. Holder’s adjusted tax basis in the shares of our
Common Stock surrendered in exchange therefor. Such capital gain or loss will be long-term capital gain or loss if
the U.8. Holder’s holding period for the shares of our Common Stock exceeds one year at the time of the
consurmnmation of the Merger. Certain limitations apply to the use of capital losses. Gain or loss and the relevant
holding period will be determined separately for each block of shares of our Common Stock (that is, shares of our
Common Stock acquired at the same cost in a single transaction} exchanged for cash pursuant to the Merger.

A U.S. Holder {other than certain exempt shareholders, including. among others, all corporations and certain
foretgn individuals) that exchanges shares of our Common Stock for cush pursuant to the Merger, including through
the exercise of appraisal rights. may be subject, under certain circumstances, to information reporting on the cash
received. In addition, such holder may be subject to backup withholding at the applicable rate unless the holder
provides the holder’s taxpayer identification number {TIN), certifies under penalties of perjury that such TIN is
correct (or properly certifies that it is awaiting a TIN), certifies as to no loss of exemption from backup withholding
and otherwise complies with the applicable requirements of the backup withholding rules. A U.S. Holder that does
not furnish a required TIN or that does not otherwise establish a basis for an exemption from backup withholding
may be subject to a penalty imposed by the Internal Revenue Service. Each U.S. Helder should complete and sign
the Substitute Form W-9 included as part of the letter of transmittal that will be sent to shareholders promptly
following completion of the Merger so as to provide the information and certification necessary to avoid backup
withholding.

Backup withholding is not an additional tax. Rather, the amount of the backup withhelding can be credited
against the U.S. federal income tax lability of the person subject to the backup withholding, provided that the
required information is given to the IRS. If backup withholding results in an overpayment of tax, a refund generally
can be obtained by the U.S. Holder by filing a U.S. federal income tax return.

THE SUMMARY OF U.S, FEDERAL INCOME TAX CONSEQUENCES SET FORTH ABOVE IS
FOR GENERAL INFORMATION ONLY AND 1S BASED ON THE LAW IN EFFECT ON THE DATE
HEREQF. HOLDERS ARE URGED TO CONSULT THEIR TAX ADVISORS TO DETERMINE THE
PARTICULAR TAX CONSEQUENCES TO THEM (INCLUDING THE APPLICATION AND EFFECT
OF ANY STATE, LOCAL OR FOREIGN INCOME AND OTHER TAX LAWS) OF THE MERGER.
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Delisting and Deregistration of Common Stock

If the Merger is completed, the Common Stock will no longer be traded on the NYSE or the Chicago Stock
Exchange and will be deregistered under the Securitics Exchange Act of 1934, as amended, as soon as practicable
following the completion of the Merger.

THE MERGER AGREEMENT

This section describes the material terms of the Merger Agreement. The description in this section and
elsewhere in this proxy statement is qualified in its entirety by reference to the Merger Agreement, a copy of which is
attached as Annex A and is incorporated by reference into this proxy statement. This summary does not purport to be
complete and may not contain all of the information about the Merger Agreement that is important to you. We
encourage you to read the Merger Agreement carefully and in its entirery.

The Merger Agreement is included to provide you with information regarding its terms and is not intended to
provide any other factual information about TXU Corp., Parent, Merger Sub or their respective affiliates. The
representations, warranties and covenants made by TXU Corp., Parent and Merger Sub are qualified and subject to
important limitations agreed to by TXU Corp., Parent and Merger Sub in connection with negotiating the terms of
the Merger Agreement.

The Merger

The Merger Agreement provides for the merger of Merger Sub with and into TXU Corp. upon the terms, and
subject to the conditions, set forth in the Merger Agreement (the “Merger”). As the surviving corporation, TXU
Corp. will continue to exist following the Merger.

Effective Time; Marketing Period

The closing of the Merger will take place on the second business day following the date on which the
conditions to closing (described below under “Conditions to Closing™) are satisfied or waived (other than the
conditions that by their nature cannot be satisfied until the closing). If the Marketing Period {defined below) has not
ended at the time of the satisfaction or waiver of the conditions to closing, the closing will take place at the earliest to
occur of a date during the Marketing Period specified by Merger Sub, the final day of the Marketing Period, and the
- Termination Date (which, as described under “Termination” below, is March 15, 2008, subject to extension under
certain circumstances).

The effective time of the Merger will occur as soon as practicable following the closing upon the filing of a
certificate of merger with the office of the Secretary of State of the State of Texas and the delivery of a written
acknowledgement of such filing by the office of the Secretary of State of the State of Texas (or at such later date as
we and Parent may agree and as specified in the certificate of merger), the “Effective Time.”

The “Marketing Period” is the first period of 20 consecutive days following the date of the Merger Agreement
during which Parent has received certain financial information from TXU Corp. and the mutual closing conditions
have been satisfied and nothing has occurred and no condition exists that would prevent any of the conditions to the
obligations of Parent and Merger Sub from being satisfied if the closing were to occur at any time during such
20-day period. However, if the Marketing Period has not ended on or before August 16, 2007, the Marketing Period
will commence no earlier than September 3, 2007; and if the Marketing' Period has not ended on or before
December 20, 2007, the Marketing Period will commence no earlier than January 2, 2008. In addition, if before the
completion of the Marketing Period, Deloitte & Touche LLP withdraws its audit opinion with respect to any
financial statements contained in our filings with the SEC since December 31, 2003, the Marketing Period will not
be deemed to have commenced.
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Treatment of Stock and Stock Awards
Common Stock

At the Effective Time, each share of Common Stock issued and outstanding immediately prior to the Effective
Time will convert into the right to receive the Per Share Merger Consideration, without interest. Any applicable
withholding tax will be withheld from the Per Share Merger Consideration. Common Stock owned by Parent,
Merger Sub or TXU Corp. will be cancelled without payment of consideration. As described under “Rights of
Dissent and Appraisal”, sharchoiders who perfect their dissent rights will not receive the Per Share Merger
Consideration for their shares of Common Stock and will instead be entitled to the appraisal rights provided under
Texas law.

Restricted Stock Awards

Except as otherwise agreed by Parent and a holder of restricted stock, immediately prior to the Effective Time
each unvested share of restricted stock will vest and, at the Effective Time, each share of restricted stock will be
converted into the right to receive the Per Share Merger Consideration. To the extent that an award agreement
relating to restricted stock provides that the number of shares of restricted stock that vest depends on achievement of
targets measured by total shareholder return, the number of shares that vest will be determined by the Organization
and Compensation Committee of the Board of Directors using the Per Share Merger Consideration as the relevant
share price.

Performance Awards

Except as otherwise agreed by Parent and a holder of TXU Corp. performance awards, immediately prior to the
Effective Time, all TXU Corp. performance awards that remain unvesied will automatically become fully vested
and free of any forfeiture restrictions and, at the Effective Time, performance awards will be paid out in a lump sum
cash payment equal to the product of (x) the number of shares of Common Stock payable in respect of each such
performance award, based on performance through the Effective Time as determined by the Organization and
Compensation Committee of the Board of Directors of TXU Corp. measured by the Per Share Merger
Consideration (with awards measured on absolute performance adjusted for the duration of the performance
period through the Effective Time) and (y) the Per Share Merger Consideration, subject to any applicable
withholding tax.

Share-Based Benefits under -Beneﬁt Plans

At the Effective Time, each right under TXU Corp. benefits plans (other than restricted stock awards and
performance awards as described above) to receive payments or benefits measured by the value of Common Stock
will entitle the beneficiary of such right to receive cash in an amount equat to the product of (x) the total number of
shares of Common Stock underlying such right immediately prior to the Effective Time and (y) the Per Share
Merger Consideration.

Exchange and Payment Procedures

As promptly as practicable after the Effective Time the paying agent will mail a letter of transmittal and
instructions to each holder of certificated shares. The letter of transmittal and instructions will tell you how to
surrender your Common Stock (whether book entry or certificates) in exchange for the Per Share Merger
Consideration.

You should not return your stock certificates with the enclosed proxy card, and you should not forward
your stock certificates to the paying agent without a letter of transmittal.

If your shares are certificated, you will not be entitled to receive the Per Share Merger Consideration until you
surrender your stock certificate or certificates to the paying agent, together with a duly completed and executed
letter of transmittal and any other documents as may be required by the letter of transmittal.
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No interest will be paid or will accrue on the cash payable upon surrender of the certificates. Parent and the
surviving corporation will be entitled to deduct, withhold, and pay to the appropriate taxing authorities, any
applicable taxes from the Per Share Merger Consideration. Any sum that is withheld and paid to a taxing authority
by Parent and the surviving corporation will be deemed to have been paid to the person with regard to whom it is
withheld.

From and after the Effective Time, there will be no transfers on our stock transfer books of shares of Common
Stock that were outstanding immediately prior to the Effective Time. If, after the Effective Time, certificates are
presented to TXU Corp., Parent or the paying agent for transfer, they will be cancelled and exchanged for the Per
Share Merger Consideration.

Any portion of the Per Share Merger Consideration deposited with the paying agent that remains unclaimed by
former holders of Common Stock for 180 days after the Effective Time will be delivered, upon demand, to the
surviving corporation. Former holders of Common Stock who have not complied with the above-described
exchange and payment procedures wil) thereafter only look to the surviving corporation for payment of the Per
Share Merger Consideration. None of the surviving corporation, Parent, the paying agent or any other person will be
liable to any former holders of Commeon Stock for any cash delivered to a public official pursuant to any applicable
abandoned property, escheat or similar laws.

If you have lost a certificate, or if it has been stolen or destroyed, then before you will be entitled to receive the
Per Share Merger Consideration, you will have to make an affidavit of the loss, theft or destruction, and if required
by Parent, post a bond in a customary amount sufficient to protect it or the surviving corporation against any claim
that may be made against it with respect to that certificate. These procedures will be described in the letter of
transmittal that you will receive, which you should read carefully in its entirety.

Financing Commitments; Company Cooperation

fn connection with the execution of the Merger Agreement, Merger Sub received the Debt Financing
Commitment (described under “Financing — Debt Financing™) from certain debt financing sources and the
Equity Financing Commitments (described under “Financing — Equity Financing”) from members of the
investor group. The Debt Financing Commitment and the Equity Financing Commitments (referred to
collectively as the “Financing Commitments”) commit the parties thereto to provide the financing necessary to
complete the Merger, in each case subject to the terms and conditions of such Financing Commitments.

Parent has agreed that it will use its reasonable best efforts to arrange the debt financing in connection with the
Merger on the terms and conditions contained in the Debt Financing Commitment delivered in connection with the
execution of the Merger Agreement, including using its reasonable best efforts to:

1

* maintain in effect the Debt Financing Commitment;

« negotiate definitive agreements with respect to the financing on the terms and conditions contemplated by
the Financing Commitments (or on other terms no less favorable to Parent and Merger Sub); and

« satisfy on a timely basis all conditions in the Debt Financing Commitment applicable to Parent that are
within its control or cause Merger Sub to satisfy on a timely basis all conditions in the Debt Financing
Commitment that are within its control.

If all conditions to the Financing Commitments {other than, in the case of the Debt Financing Commitment, the
availability of the equity financing in accordance with the Equity Financing Commitments), have been satisfied in
Parent’s good faith judgment, Parent has agreed to use its reasonable best efforts to cause the parties providing such
financing to fund on the date of closing of the Merger the financing required to complete the Merger.

If any portion of the debt financing becomes unavailable on the terms and conditions contemplated in the Debt
Financing Commitment, Parent has agreed to use its reasonable best efforts to arrange alternative financing on terms
no less favorable to Parent (as determined in the reasonable judgment of Parent) as promptly as practicable but in
any event no later than the final day of the Marketing Period or, if earlier, the business day immediately prior to the
Termination Date.
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In the event that:
« all or any portion of the debt financing structured as high yield financing has not been completed,
« all closing conditions {other than the delivery of the officers’ certificates) have been satisfied or waived, and

 the bridge facilities contemplated by the Debt Financing Commitment (or alternative bridge financing
obtained in accordance with the Merger Agreement) are available on the terms and conditions described in
the Debt Financing Commitment (or replacements thereof on terms and conditions no less favorable to
Parent and Merger Sub),

then Parent will use the proceeds of such bridge financing to replace such high yield financing no later than the final
day of the Marketing Period or, if earlier, the business day immediately prior to the Termination Date.

We have agreed to extensively cooperate in connection with Parent’s efforts to obtain the financing as Parent
reasonably requests. Parent will reimburse our reasonable out-of-pocket costs in connection with such cooperation.

The receipt by Parent of the proceeds of the Financing Commitments is not a condition to the obligations of the
parties to complete the Merger.
Representations and Warranties

The Merger Agreement contains representations and warranties made by the parties solely for the benefit of
each other. The statements contained in those representations and warranties are qualified by information in
confidential disclosure schedules that the parties have exchanged in connection with the execution and delivery of
the Merger Agreement and that qualify and create exceptions to those representations and warranties, and in the
case of our representations and warranties made to Parent and Merger Sub, they are also qualified by the disclosure
in certain portions of certain of our filings with the SEC.

Qur represeniations and warranties relate to, among other things:
= our and our subsidiaries’ due organization, existence, good standing and authorization to do business;
« our capitalization and the validity of our equity secunities;

» ownership in our subsidiaries and other equity interests and the absence of commitments to make
investments in, or provide funds to, any person;

* the absence of shareholder and similar agreements relating to our equity securities and our subsidiaries’
equity securities;

* our corporate power and authority to enter into, and complete the transactions under, the Merger
Agreement and the enforceability of the Merger Agreement against us;

« the approval, adoption and recommendation by the Board of Directors of the Merger Agreement and the
receipt of opinions from Credit Suisse and Lazard;

* the Board of Directors” action so that Parent will not be an “affiliated shareholder” and so that Parent will
not be prohibited from entering into or completing a “business combination” with us under Texas takeover
laws: '

« the absence of violations of, or conflicts with, our governing documents, applicabie law and certain
agreements relating to the Merger;

* the required governmental consents and approvals in connection with the transactions contemplated by the
Merger Agreement;

+ compliance with the listing and corpoerate governance rules and regulations of the NYSE and the Chicago
Stock Exchange;

« our SEC filings since December 31, 2003 including financial statements or schedules included therein;

« our disclosure controls and procedures and internal controls over financial reporting;
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the absence of a Company Material Adverse Effect (as defined below) and the absence of certain other
changes or events related to us or our subsidiaries since September 30, 2006;

the absence of certain undisclosed liabilities;

the absence of legal pméeedings and governmental orders against us:
compliance with applicable laws, licenses and permits;

taxes;

material contracts;

employment and labor matters;

employee benefit plans:

the inapplicability of anti-takeover regulation and anti-takeover provisions in our governing documents to
the Merger;

environmental matters;

intellectual property;

insurance policies;

compliance with certain laws and regulations applicable to utilities;
derivative products;

the brokers® fees; and

real property.

Many of our representations and warranties are qualified by, among other things, exceptions relating to the
absence of a “Company Material Adverse Effect”, which is defined in the Merger Agreement to mean a material
adverse change or effect on the financial condition, business, assets, or results of operations of us and our
subsidiaries taken as a whole, and we have represented that since September 30, 2006 there has not been any change
in the financial condition. business, assets or results of operations of us and our subsidiaties that, taken as a whole,
has had or would be reasonably expected to have, a Company Material Adverse Effect. However, none of the
following will constitute, or be taken into account in determining whether there has been or is, a Company Material
Adverse Effect:

changes in general economic or political conditions or the securities, credit or financial markets in general
in the United States or in the State of Texas or changes that are the result of acts of war or terrorism (other
than such acts that cause any damage or destruction to or render physically unusable our facilities or
property or those of any of our subsidiaries);

any adoption, implementation, promulgation, repeal, modification, reinterpretation or proposal of any rule,
regulation. ordinance, order, protocol or any other law of or by any governmental entity, including the
Electric Reliability Council of Texas, Inc. (“ERCOT");

changes or developments in national, regional or state wholesale or retail markets for fuel, including
changes in natural gas or other commeodity prices or in the hedging markets therefor, or related products;

changes or developments in national. regional or state wholesale or retail electric power prices:

system-wide changes or developments in national, regional or state electric transmission or distribution
systems, other than changes or developments involving physical damage or destruction to or rendering
physically unusable facilities or properties;

changes that are the result of factors generally affecting any business in which we and our subsidiaries
operate, other than changes or developments involving physical damage or destruction to or rendering
physically unusable facilities or properties;
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* any loss or threatened loss or adverse change or threatened adverse change in the relationship of us or any of
our subsidiaries with customers, employees, regulators, financing sources or suppliers to the extent caused
by the pendency or the announcement of the transactions contemplated by the Merger Agreement;

« changes or effects to the extent relating to the entry into, pendency of actions contemplated by, or the
performance of obligations required by the Merger Agreement or consented to by Parent, including any
change in our credit ratings to the extent relating thereto und any actions taken by us and our subsidiaries
that is not in violation of the Mcrger Agreement to obtain approval from any governmental entity for
completion of the Merger;

» changes in any law or in U.S. generally accepted accounting principles or interpretation thereof after
February 25, 2007,

* our failure to meet any internal or public projections or forecasts or estimates of revenues or earnings for
any period ending on or after February 25, 2007;

* changes or developments arising out of or related to any proceeding or action by or before a governmental
entity Lo the extent it affects our and our subsidiaries’ plans for the development of new generation capacity
in-the State of Texas, including any related litigaticn; and

= adecline in the price or trading volume of Common Stock on the NYSE or the Chicago Stock Exchange.

The events summarized in the first six bullet points above (other than action of the PUCT) may be taken into
account in determining whether there has been or is a Company Material Adverse Effect to the extent such events
have a disproportionate (taking into account our and our subsidiaries’ relative size and our and our subsidiaries’
affected businesses as compared to the other relevant entities and businesses) adverse effect on us as compared to
other entities engaged in the relevant business in Texas or other relevant geographic area and are not otherwise
excluded by the last six bullet points above from what may be taken into account in such determination.

In addition, none of the exceptions to the definition of Company Material Adverse Effect operate to exclude a
Material Baseload Divestiture Reguirement from a determination of whether a Company Material Adverse Effect
has occurred. A “Material Baseload Divestiture Requirement” means any requirement imposed by a statute enacted
into law by the legislature of the State of Texas after February 25, 2007, or any legally binding regulatory or
adminisirative action taken pursuant to authority granted by such a new statute, that we or our subsidiaries divest, or
submil to capacity auctions for, a material amount of our approximately 8,137 MW as of February 25, 2007 of
baseload solid fuel (coal, lignite and nuclear) generation capacity, and the effects of any Material Baseload
Divestiture Requirement will take into account the after-tax proceeds or other consideration or benefits thal we and
our subsidiaries would reasonably be expected 1o receive in connection with any such divestiture or capacity
auction.

The Merger Agreement also contuins representations and warranties made by Parent and Merger Sub that are
subject, in some cases, 10 exceptions and qualifications (including bankruptcy and gencral equity principles
exceptions).

The representations and warranties of Parent and Merger Sub relate to, among other things:
+ their due organization, valid existence and good standing:

= their power and authority to enter into, and complete the transactions under, the Merger Agreement and the
enforceability of the Merger Agreement:

 the absence of violations of, or conflicts with, their governing documents, applicable law and certain
agreements as a result of entering into the Merger Agreement und completing the Merger;

« the required governmental consents and approvals in connection with the transactions contemplated by the
Merger Agreement,

= the absence of litigation against Parent and Merger Sub;

+ the existence of the Financing Commitments:
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» as of February 25, 2007, the absence of amendment to or rescission of the Financing Commitments or any
default under the Financing Commitments and the full force and effect of the Financing Commitments;

+ the capitalization of Merger Sub;

 the absence of ownership, control or construction of any electric generation facilities by Parent and its
affiliates that offer or are capable of delivering electricity for sale to, or are located in, the ERCOT Region
(defined as the geographic area under the jurisdiction of the PUCT that is served by transmission andfor
distribution providers that are not synchronously interconnected with electric utilities outside of the State
of Texas):

+ foreign ownership, control or influence of Parent;

» the absence of undisqlosed broker's fees;

* the solvency of Parent and TXU Corp. following the completion of the Merger;

s the guarantors’ delivery of the executed guaranties (as described below under “Limited Guaranties™): and

+ the absence of shareholder voting agreements, employee retention agreements, third party equity financing
agreements other than the Equity Financing Commitments and certain other agreements.

The representations and warranties in the Merger Agreement of each of TXU Corp., Parent and Merger Sub
will terminate at the termination of the Merger Agreement pursuant to its terms.

Conduct of our Business Pending the Merger

Under the Merger Agreement, we have agreed that, subject to certain exceptions, between February 25, 2007
and the Effective Time, unless Parent gives its prior consent (which it cannot unreasonably withhold, delay or
condition), we and our subsidiaries will conduct business in a manner consistent with the agreed business plan (the
“Business Plan™) and will otherwise conduct business in the ordinary course (1aking into account the effects of the
Business Plan). The Business Plan describes our capital expenditures as well as some changes that we are
implementing in our business. including changes in rates offered in our retail business and changes affecting
generation capacity.

In addition, subject to certain agreed exceptions, neither we nor our subsidiaries will take any of the following
actions without Parent’s consent (which it cannot unreasonably withhold, delay or condition):

+ change our respective certificates of formation or bylaws or other applicable governing instruments;
« merge or consolidate with any other person;
* liguidate, dissolve, restructure, recapitalize or otherwise reorganize;

+ acquire any asset or person for a purchase price in excess of $10 million, unless allowed by the capital
expenditures contained in the Business Plan, or due to operational emergencies, equipment failures or
outages,

» issue, sell, pledge, dispose, grant, transfer or encumber any shares of capital stock;

» make any loans, advances or capital contributions to or investments in any person (other than
intercompany) in excess of $20 million in the aggregate;

= declare or pay any dividend or other distribution with respect to our capital stock (except for (1) regular
quarterly dividends not to exceed $0.4325 per share of Common Stock per guarter (but we will not be
allowed to declare a quarterly dividend for the quarter in which the Effective Time occurs unless the
Effective Time is after the record date for such quarter), and (2) dividends to holders of preferred stock of
TXU US Holdings Company) or enter into any agreement with respect to the voting of our capital stock;

* reclassify. split, combine, subdivide, redeem. purchase or otherwise acquire any of our capital stock or
other related securities;

-74.




repurchase, redeem, defease, cancel, prepay, forgive, issue, sell, incur or otherwise acquire any of our or our
subsidiaries” indebtedness, or guarantee indebtedness of another person (other than the TXU Corp.’s
subsidiaries), except for indebtedness for borrowed money incurred or repaid in the ordinary course of
business (1) under existing credit facilities, (2) under commercial paper borrowings, (3} to refinance
indebtedness. (4) by drawing under outstanding letters of credit or (5) in connection with the remarketing of
outstanding pollution control revenue bonds, in each case not to include prepayment penalties or make-
whole or similar terms and not to materially affect the financing under the Debt Financing Commitment;

materially amend, modify or refinance any of our or our subsidiaries’ indebtedness for borrowed money,
guarantees of indebtedness for borrowed money or debt securities, except in connection with any
refinancing at maturity that does not include prepayment penalties or make-whole or similar terms and
does not compete with, or impede in any material respect, the financing under the Debt Financing
Commitment;

except as set forth in the capital expenditures contained in the Business Plan and for expenditures related to
operational emergencies, equipment failures or outages, make or authorize any capital expenditure in
excess of $50 million in the aggregate during any 12-month period;

reactivate or enter into any “reliability must run” contract with respect to any generating plant that was
shutdown or “mothballed’ as of February 25, 2007;

make any material changes with respect to accounting policies or procedures;

waive, release or settle pending or threatened litigation or other proceedings (1) for an amount in excess of
$10 million, (2) entailing the incurrence of (A) any obligation in excess of $10 million or (B) any material
restrictions on our or our subsidiaries” business, or (3) brought by any current, former or purported holder of
any of our capital stock or debt securities relating to the transactions contemplated by the Merger
Agreement;

other than in the ordinary course of business, make or change any material tax election, settle or
compromise any tax liability in excess of $10 million, change any method of tax accounting, enter
into any material tax closing agreement or surrender any right to claim a material tax refund;

take any actioti outside the ordinary course of business that could result in the inclusion in taxable income
of any intercompany gain;

transfer, sell, lease, license, mortgage, pledge, surrender, encumber, divest, cancel, abandon or allow o
lapse or expire or otherwise dispose of any assets, product lines or businesses (including the capital stock of
any of our subsidiaries) with a fair market value in excess of $400 million in the aggregate, other than
certain actions taken in the ordinary course of business or pursuant to contracts in effect prior to
February 25, 2007 that have been made available to Parent and Merger Sub;

except as required by contracts, benefit plans or law, (1} grant or provide any severance or termination
payments or benefits or increase the compensation or make any new equity awards to any director,
employee or designated officer, except (other than for members of our senior leadership team) in the
ordinary course of business or {2) establish, adopt, terminate or materially amend any benefit plan;

materially modify our risk management policies applicable to trading or any similar policy or, subject to
specified exceptions, enter into certain derivative products or similar transactions;

enter into. terminate, renew or malerially extend or amend any material contract or waive any material
default under, or release, settle or compromise any material ¢claim against us or liability or obligation owing
to us under any material contract;

fail to maintain in full force and effect material insurance policies in a form and amount consistent with past
practice except for such modifications to the form and amount of such insurance as we determine in our
reasonable commercial judgment,
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« (1) voluntarily file or initiate any proceeding regarding rates charged by any of our subsidiaries (except for
any proceedings related to automatic transmission capital trackers or automated meter reading
investments), (2) enter into any settlement, or make any commitment or concession, regarding the
regulated rates, regulated rate base or return on equity of any of our subsidiaries or (3) take certain
restricted actions;

+ sell, transfer, swap, encumber or otherwise make unavailable any air emissions allowances, credits or
offsets, or purchase any air emissions allowances, credits or offsets, except for usage to offset emissions at
our or our subsidiaries’ facilities;

» subject to specified exceptions, enter into certain commeodity transactions that require the posting of letters
of credit and/or cash as collateral support;

« revoke, withdraw, terminate or abandon any environmental permits or applications relating to (1) the
construction of generation facilities; or (2} the operation of the business; or

* agree, authorize or commit to do any of the foregoing.

In addition, if we or our subsidiaries enter into certain types of new commodity hedging arrangements and are
required to provide collateral support, the related documentation must provide for automatic termination,
amendment and/or other release of such collateral on the closing date and the substitution of such collateral
with liens on the collateral specified in the Debt Financing Conumitment that are pari passu with the liens securing
the Debt Financing. Such transactions may not include limitations on our or our subsidiaries’ ability to incur
indebtedness or grant liens on our assets.

Acquisition Proposals
Until April 16, 2007 we were permitted to:

* solicit Acquisition Proposals (as defined below) from third parties, including by providing third parties
non-public information pursuant to an acceptable confidentiality agreement (provided that we promptly
make available to Parent and Merger Sub any material non-public information concerning TXU Corp. or
our subsidiaries provided to third parties if not previously made available to Parent or Merger Sub); and

» discuss and negotiate Acquisition Proposals with third parties.
Except with respect to Excluded Parties (as defined below), commencing on April 16, 2007:

» we were required to immediately cease discussions and negotiations with third parties regarding
Acquisition Proposals: and

* until the Effective Time (or the termination of the Merger Agreement, if earlier), we may not:

+ initiate, solicit or knowingly encourage inquiries or the making of any proposal or offer that constitutes,
or may reasonably be expected to lead to, an Acquisition Proposal,

+ engage in, continue or otherwise participate in any discussion or negotiation regarding any Acquisition
Proposal or provide non-public information to any person relating to an Acquisition Proposal; or

+ knowingly facilitate any effort or attempt by any person to make an Acquisition Proposal.

Such restrictions are not applicable to any person, group of related persons or group that includes any person
(so long as such person and the other members of such group, if any, who were members of such group immediately
prior to April 16, 2007 constitute at least 50% of the equity financing of such group at all times following April L6,
2007 and prior to the termination of the Merger Agreement) or group of related persons from whom we have
received, after February 25, 2007 and prior to April 16, 2007, a written Acquisition Proposal that the Board of
Directors or any committee thereof determines in good faith is bona fide and could reasonably be expecied to result
in a Superior Proposal (as defined below) (any such person or group of related persons, an “Excluded Party”,
provided that any Excluded Party will cease to be an Excluded Party for afl purposes under the Merger Agreement at
such time as the Acquisition Proposal (as such Acquisition Proposal may be revised during the course of ongoing
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negotiations, in which event it may temporarily cease to be a Superior Proposal or an Acquisition Proposal that
could reasonably be expected to result in a Superior Proposal. so long as such negotiations are ongoing and it
subsequently constitutes a Superior Proposal or could reasonably be expected to result in a Superior Proposal) made
by such person fails to constitute either a Superior Proposal or an Acquisition Proposal that could reasonably be
expected to result in & Superior Proposal).

At any time on or following April 16, 2007 and prior to the time our shareholders approve the Merger
Agreement, we may:

» provide information requested by a person who has made an unsolicited bona fide written Acquisition
Proposal after February 25, 2007 and who executes an acceptable confidentiality agreement;

« discuss and negotiate any such Acquisition Proposal; and

+ after complying with certain requirements described below, adopt, approve or recommend or propose to
adopt, approve or recommend (publicly or otherwise) such an Acquisition Proposal,

to the extent that (other than with respect to Excluded Parties), (x) prior to taking any such action, the Board of
Directors determines in good faith after consultation with outside legal counsel that failure to take such action could
be inconsistent with the directors’ fiduciary duties under applicable law, (y) in each such case referred to in the first
or second bullet point above, the Board of Directors has determined in good faith based on the information then
available and after consultation with its financial advisor that such Acquisition Proposal either constitutes a
Superior Proposal or could reasonably be expected to result in a Superior Proposal, and (z) in the case referred to in
the third bullet point above, the Board of Directors determines in good faith (after consultation with its financial
advisor and outside legal counse!) that such Acquisition Proposal is a Superior Proposal,

An “Acquisition Proposal’” means any inquiry, proposal or offer with respect to:

* a merger, joint venture, partnership, consolidation, dissolution, liquidation, tender offer. recapitalization,
reorganization, share exchange, business combination or similar transaction; or

« any other direct or indirect acquisition,

in each case, involving 15% or more of the total voting power of any class of our equity securities, or 15% or more of
our consolidated total revenues or consolidated total assets (including equity securities of our subsidiaries). The
term Acquisition Proposal does not include the Merger or a recapitalization of TXU Corp. or our subsidiaries or a
split-off or spin-off of one or more of our business units or subsidiaries that is not a component of and a material
condition to a third party Acquisition Proposal in which the consideration to holders of our equity securities that is
not funded by borrowings of TXU Corp. or our subsidiaries is predominantly funded from such third party.

A “Superior Proposal” means a bona fide Acquisition Proposal involving:
» assets that generate more than 50% of our consolidated total revenues;
+ assets that constitute more than 50% of our consolidated total assets; or
* more than 50% of the total voting power of our equity securities,

that the Board of Directors has determined in its good faith judgment, would, if completed, result in a transaction
more favorable to our shareholders from a financial point of view than the transaction contemplated by the Merger
Agreement (x) after taking into account the likelihood and timing of completion {as compared to the transactions
pursuant to the Merger Agreement) and (y) after taking into account all material egal, financial ({including the
financing terms of any such proposal), regulatory or other aspects of such proposal.

The Board of Directors may not:

» withhold, withdraw, qualify or modify (or publicly propose or resolve to withhold, withdraw, qualify or
modify), in a manner adverse to Parent, its recommendation that the Merger Agreement be approved by our
shareholders or adopt, approve or recommend or propose to adopt, approve or recommend (publicly or
otherwise} an Acquisition Proposal; or '
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+ cause or permit us to enter into any acquisition agreement, Merger Agreement or similar definitive
agreement relating to any Acquisition Proposal,

except that prior to approval of the Merger Agreement by our shareholders, the Board of Directors may withhold,
withdraw, qualify or modify its reccommendation that the Merger Agreement be approved by our shareholders in
response to a material change in circumstances, or approve, recommend or otherwise declare advisable any
Superior Proposal made after February 25, 2007, if the Board of Directors determines in good faith, after
consultation with outside counsel, that failure to do se could be inconsistent with its fiduciary obligations
under applicable law (any of the foregoing, a “Change of Recommendation”). However, in the case of any
Change in Recommendation that is not the result of an Excluded Party Superior Proposal (as defined below):

+ we must provide prior notice to Parent and Merger Sub, at least five calendar days in advance (the “Notice
Period™), of our intention to effect a Change of Recommendation and specifying the basis for such Change
of Recommendation, including, if in connection with a Superior Proposal, the identity of the party making
the Superior Proposal and the material terms thereof; and

« during the Notice Period, we and our advisors must negotiate with Parent and Merger Sub in good faith to
adjust the terms and conditions of the Merger Agreement so as to permit us not to effect a Change of
Recommendation.

An “Excluded Party Superior Proposal” means any Superior Proposal made by any Excluded Party prior to
April 16, 2007 and any subsequent Superior Proposal made prior to April 30, 2007 by such Excluded Party.

In the event of any material revisions to a Superior Proposal that is not an Excluded Party Superior Proposal,
we must deliver a new notice to Parent and Merger Sub and comply with the Notice Period requirements, except that
the Notice Period is reduced to three calendar days.

From April 16, 2007, we must notify Parent within 48 hours of the receipt of any Acquisition Proposal and any
request for non-public information and discussions or negotiations sought to be initiated or continued, indicating the
identity of the person or group of persons making such offer or request, the material terms of any proposals or offers
and thereafter must keep Parent reasonably informed of the status thereof.

Nothing in the non-solicitation provisions prevents us from disclosing to our shareholders a position
contemplated by Rules 14e-2{a) and 14d-9 under the Exchange Act (but any such disclosure will be deemed to
be a Change of Recommendation unless the Board of Directors expressly publicly reaffirms at least two business
days prior to our shareholders’ meeting its recommendation in favor of the approval of the Merger Agreement), or
making any “stop-look-and-listen” or similar communication of the type contemplated by Rule 14d-9(f) under the
Exchange Act.

Shareholders’ Meeting

Unless the Merger Agreement is terminated, we are required to convene a meeting of our sharebolders
promptly after the mailing of this proxy statement. Except as described under “Acquisition Proposals™, the Board of
Directors is required to recommend approval of the Merger Agreement and include such recommendation in this
proxy statement, and unless there has been a Change of Recommendation, we are required to take all reasonable
lawful action to solicit approval of the Merger Agreement. Unless doing so would violate applicable law, we need to
call, give notice of and convene the shareholders’ meeting without regard to a Change of Recommendation, unless
we terminate the Merger Agreement in connection with entering into a transaction in respect of a Superior Proposal.

Filings; Other Actions; Notification

We and Parent will cooperate and use reasonable best efforts to take all actions and do all things reasonably
necessary, proper or advisable to complete the Merger and the other transactions contemplated by the Merger
Agreement as soon as practicable, including effecting the regulatory filings described under “Regulatory Matters™.

We will cooperate with Parent in communicating to and pursuing Parent’s strategy and business plan with
appropriate governmental entities, including, to the extent requested by Parent, by making filings. secking
approvals or appearing before any governmental entities in support of the strategy and business plan. Parent is
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free to modify the agreed strategy and business plan. We and our subsidiaries are not required to take or agree to take
any action with respect to our or their businesses unless the effectiveness of such agreement or action is conditioned
upon closing, provided that we may not take any action intended or reascnably expected to frustrate, interfere with
or delay any modification of the strategy and business plan. We are not required to endorse any modifications of the
strategy and business plan that we determine in good faith would not be in our best interest if the Merger were not to
be completed, but we agreed, subject to the above proviso, to make such filings, seek such approvals or appear
before any governmental entities, if requested by Parent or required by any governmental entity in connection with
modifications to the strategy and business plan. We and our subsidiaries may not consent to any action by, or enter
into any material agreement or undertaking with or incur any material obligation to, any governmental entity
without the prior consent of Parent (not to be unreasonably withheld or delayed if consistent with the strategy and
business plan).

We and Parent have agreed Lo, subject to certain exceptions:

« promptly provide each governmental entity with jurisdiction over any approvals required in connection
with the Merger non-privileged information reasonably requested by it or that is necessary, proper or
advisable to permit completion of the transactions contemplated by the Merger Agreement;

« with respect to the regulatory filings with FERC, under the HSR Act and in respect of any governmental
approval required by a change in law after February 25, 2007, promptly use best efforts to obtain all
necessary approvals and avoid the entry of any order or judgment that would restrain, prevent or materially
delay completion of the transactions contemplated by the Merger Agreement, including Parent’s agreement
to dispose of some of our assets or businesses or Parent’s or either’s subsidiaries or affiliates if such action is
reasonably necessary or advisable to avoid or remove the commencement of any proceeding or issuance or
enforcement of any order or judgment that would delay, restrain or prevent completion of the Merger by
any governmental entity;

» with respect to filings with the NRC, TXU Corp. and Parent will jointly prepare and cause our subsidiary,
TXU Generation Company LP, to file as promptly as may be practicable an application with the NRC for
approval of the indirect transfer of the NRC licenses for Comanche Peak’s nuclear operations and, if and to
the extent necessary, any conforming amendment of the NRC licenses to reflect such indirect transfer,
including to cooperate with one another to facilitate review of the application by the NRC staff; and

* if any injunction, decision, order, judgment or law is or becomes reasonably foresecable to be entered,
issued or enacted in any proceeding, review or inquiry that would make completion of the Merger unlawful
or that would restrain, prevent, enjoin materially delay or otherwise prohibit completion of the Merger or
the other transactions contemplated by the Merger Agreement, use best efforts to take all steps (including
appeal and posting of a bond) necessary to resist, modify, prevent, remove or comply with such injunction,
decision, order, judgment or enactment so as to permit the completion on a schedule as close as possible to
that contemplated by the Merger Agreement.

Parent is not, however, obligated to agree to modify its anticipated capital structure, modify the identity of its
initial equity holders or their equity commitments or agree to a Material Baseload Divestiture Requirement (as
defined under “Representations and Warranties™), except to the extent that any such divestiture or submission would
not, individually or in the aggregate, reasonably be expected to have a Company Material Adverse Effect.

If the legislature of the State of Texas enacts a law or takes a binding regulatory or administrative action under
such new law that requires that we or our subsidiaries divest or submit to capacity auctions for baseload solid fuel
generation capacity, then we will have the right for 15 days to terminate the Merger Agreement, unless within
30 days after the date either party notifies the other of such enactment or action, Parent and Merger Sub notify us
either (i) that such enactment does not impose a Material Baseload Divestiture Requirement or (ii) that no changes
resulting from such enactment will be taken into account in determining whether there has been a Company
Material Adverse Effect.

79




Employee Benefit Plans
Parent has agreed that it will, and will cause TXU Corp. after the completion of the Merger to:

« (i) from the Effective Time until December 31, 2008, provide TXU Corp.’s and its subsidiaries’ emplovees
compensation and employee benefits (other than any equity-based benefits) that, in the aggregate, are no
less favorable than the compensation and employee benefits for these employees immediately prior to the
Effective Time; and (ii) for 24 months following the Effective Time, provide severance benefits that are no
less favorable than those provided by us and our subsidiaries immediately prior to the Effective Time; but
Parent, TXU Corp. and their affiliates are not obligated to continue to employ any particular employee;

«  credit all service with us and our subsidiaries for purposes of eligibility, vesting and benefit accrual under
any employee benefit plan applicable to employees of TXU Corp. or its subsidiaries after the completion of
the Merger to the same extent as if such service were credited under a comparable plan of TXU Corp., and
waive any preexisting conditions of its welfare benefit plans in which employees of TXU Corp. are eligible
to participate; and

« hoenor its obligations under our benefits plans.

Parent has acknowledged that a “change in control” or “change of control” within the meaning of certain of our
benefit plans will occur upon the Effective Time.

Conditions to the Merger

The obligations of each party to effect the Merger are subject to the satisfaction or waiver at or prior to the
Effective Time of the following conditions:

= The approval of the Merger Agreement by our shareholders;

« The waiting period under the HSR Act has expired or been terminated, and the required approvals of each
of the NRC and the FERC has been obtained and is in effect; and

» No court or other governmental entity issued any law or order that is in effect and restrains, renders iliegal
or otherwise prohibits the completion of the Merger.

The obligations of Parent and Merger Sub to effect the Merger are subject to the satisfaction or waiver at or
prior to the Effective Time of the following additional conditions:

+ The accuracy of our representations and warranties (without giving effect to any materiality or Company
Material Adverse Effect qualification) as of the closing date (except to the extent that any such
representation and warranty expressly speaks as of an earlier date, in which case such representation
and warranty must be correct as of such earlier date) except where any failures of any such representations
and warranties to be correct, individually or in the aggregate, would not reasonably be expected to have a
Company Material Adverse Effect, except for (x) the representations and warranties regarding our
capitalization, our corporate authority and the enforceability of the Merger Agreement, which must be
true and correct in all material respects and (y) the representations and warranties regarding the absence of
a Company Material Adverse Effect, which must be true and correct without disregarding TXU Corp.
Material Adverse Effect qualification.

* The performance in all material respects by us of our obligations under the Merger Agreement at or prior to
the closing date.

Our obligation to effect the Merger is subject to the satisfaction or waiver at or prior to the Effective Time of the
following additional conditions:

+ The accuracy of Parent’s representations and warranties as of the closing date (except to the extent that any
such representation and warranty expressly speaks as of an earlier date, in which case such representation
and warranty must be correct in all material respects as of such earlier date) except (other than with respect
to the representations and warranties regarding the solvency of Parent and the surviving corporation)
where any failure to be correct would not prevent completion of the Merger;

-80-




* The performance in all material respects by Parent and Merger Sub of all their obligations under the
Merger Agreement at or prior to the closing date; and

* Parent’s delivery to us of a solvency certificate substantially similar in form and substance to the solvency
certificate to be delivered to the senior lenders as required by the Debt Financing Commitment or any
agreement entered into in connection with the debt financing for the Merger.

The conditions to each of the parties’ obligations to complete the Merger are for the sole benefit of such party
and may be waived by such party in whole or in part (1o the extent permitted by applicable laws).

Termination

We and Parent may agree to terminate the Merger Agreement without completing the Merger at any time prior
to the Effective Time.

The Merger Agreement also may also be terminated as follows:
* by either Parent or us if;

* unless the Termination Date is extended, the Merger has not been completed by March 15, 2008 (such
date, as may be extended as described below, the “Termination Date™) (this right to terminate the Merger
Agreement will not be available to any party whose faiture to fulfill any obligation under the Merger
Agreement caused or resulted in the failure of the Merger to occur on or before the Termination Date):

* our sharcholders do not approve the Merger Agreement at the annual meeting or any adjournment or
postponement thereof; or

* any court or other governmental entity has issued any law or order that is in effect, which permanently
restrains. renders illegal or otherwise prohibits the completion of the Merger and has become final and
non-appealable.

* byusif:

« prior to the approval of the Merger Agreement by our sharcholders, (1) the Board of Directors authorizes
us to enter into an alternative acquisition agreement with respect to a Superior Proposal; (2) immediately
prior to or concurrently with the termination of the Merger Agreement, we enter into an alternative
acquisition agreement with respect to a Superior Proposal; and (3) immediately prior to or concurrently
with such termination, we pay the Termination Fee (as described below under “Termination Fee™).
However, we are not entitled to terminate the Merger Agreement with respect to any Superior Proposal
that is not an Excluded Party Superior Proposal unless we have provided Parent with the five-and
three-day periods described above during which Parent can take actions to cause a Superior Proposal to
no longer be a Superior Proposal;

¢ Parent or Merger Sub has materially breached or failed to perform any of its representations, warranties,
covenants or agreements under the Merger Agreement which would give rise to the failure of certain
conditions to closing to be satisfied if that breach or failure to perform cannot be cured by the
termination date of the Merger Agreement {as described above) if we are not in a material breach of the
Merger Agreement that would cause certain of the closing conditions not to be satisfied:

*  Parent has failed to complete the Merger no later than two business days after the final day of the
Marketing Period and all of Parent’s and Merger Sub’s closing conditions would have been satisfied if
the closing were to have occurred on such date; or

¢ within 15 days after a 30-day period starting on the date either Parent or we notify the other in writing
that the legislature of the State of Texas has passed a statute which was enacted into law or any binding
regulatory action was taken pursuant to authority granted by such new statute which, in either case,
imposes a requirement that we divest or submit to capacity auctions for baseload solid fuel generation
capacity, and Parent does not waive its right to tuke the consequences of such action into account in
determining whether a Company Material Adverse Effect has occurred.
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« by Parent, if;

« the Board of Directors effects a Change of Recommendation or approves or recommends to the
shareholders an Acquisition Proposal, or we fail to include the recommendation of the approval of the
Merger Agreement in this proxy statement; or

« we have materially breached or failed to perform any of our representations, warranties, covenants or
agreements under the Merger Agreement which would give rise to the failure of certain conditions to
closing to be satisfied and where that breach or failure to perform cannot be cured by the termination
date of the Merger Agreement (as described above), if Parent is not in a material breach of the Merger
Agreement that would cause certain of the closing conditions not to be satisfied.

The Termination Date may be extended under the following situations:

e if on March 15, 2008 the conditions to closing of the Merger have not been fulfilled but remain capable of
fulfillment, we (and. if the failure of the conditions to be satisfied relates to a change in law or regulation
after February 25, 2007, Parent) may extend the termination date to June 15, 2008; and

» if the Marketing Period has commenced but not ended on or before any such Termination Date, such
Termination Date will automatically be extended by one month, and the Termination Date will not occur
sooner than three business days after the final day of the Marketing Period.

However, in no event will the Termination Date be later than July 10, 2008.

Termination Fees
Company Termination Fee

We must pay a termination fee as directed by Parent (3375 million would have been payable in connection with
a transaction or alternative acquisition agreement with an Excluded Party, $1 billion is payable in connection with a
termination by Parent pursuant to the second bullet point below in each case if not relating to a Superior Proposal,
and $925 million is payable in all other circumstances (the “Termination Fee™)}:

« if (1) a bona fide Acquisition Proposal has been made to us or any of our subsidiaries, or any person shall
have publicly announced or publicly made known and not publicly withdrawn without qualification an
intention to make an Acquisition Proposal within a specified number of days prior to the termination of the
Merger Agreement or the sharcholders’” meeting; (2) thereafter the Merger Agreement is terminated by
either party because the Merger fails to be completed by the Termination Date, the shareholder approval
fails to be obtained, or we are in material breach of our representations, warranties. covenants or
agreements such that certain closing conditions would not be satisfied; and (3) within 12 months after
such termination, we or any of our subsidiaries enter into an alternate acquisition agreement with respect
to, or have completed, approved or recommended to our sharcholders, an acquisition proposal (substituting
“50%" for “15%" in the definition of “Acquisition Proposal”);

s if the Merger Agreement is terminated by Parent because the Board of Directors effects a Change of
Recommendation, approves or recommends to our shareholders an Acquisition Proposal, or fails to
include the recommendation of approval of the Merger Agreement in this proxy statement; and

» i we terminate the Merger Agreement in connection with an alternative acquisition agreement with
respect Lo a Superior Proposal.

In the circumstances set forth in the second and third bullets above, the payment of the Termination Fee will be
the exclusive monetary remedy of Parent, Merger Sub and their affiliates with respect to any breach of any covenant
or agreement giving rise to or associated with such termination.
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Expenses

[f the Merger Agreement is terminated by either party due to the failure to obtain shareholder approval, we will
promptly pay Parent all of the documented out-of-pocket expenses incurred by Parent or Merger Sub in connection
with the Merger Agreement and the transactions contemplated thereby (including the debt and equity financing) up
to a maximum amount of $50 million.

Parent Termination Fee

If we terminate the Merger Agreement because Parent or Merger Sub are in material breach of any of their
representations, warranties, covenants or agreements, or any such representation or warranty becomes untrue such
that certain of our closing conditions would not be satisfied (so long as there is no other state of facts or
circumstances that would cause those closing conditions not to be satisfied), or because of Parent’s failure to
complete the Merger no later than two business days after the final day of the Marketing Period, Parent will pay us
as promptly as reasonably practicable (and, in any event, within three business days following such termination) an
amount equal to $1 billion. The Parent Termination Fee is the exclusive remedy of TXU Corp. against Parent and its
affiliates in the event the Merger fails to be completed, except for costs or losses incurred by TXU Corp. in
connection with obtaining a judgment against Parent in respect of the Parent Termination Fee or assisting Parent in
procuring the financing and in connection with the tender offers for certain of TXU Corp.’s outstanding
indebtedness (the “Debt Offers™).

Limited Guaranties

In connection with the Merger Agreement, each of KKR 2006 Fund L.P.,, TPG Partners V, L.P,, Citigroup
Global Markets lnc. and Morgan Stanley & Co. Incorporated entered into a Limited Guaranty in our favor to
severally guarantee a determined portion (approximately 47% for each of KKR 2006 Fund L.P. and TPG Partners V,
L.P. and approximately 3% for each of Citigroup Global Markets Inc. and Morgan Stanley & Co. Incorporated) of
Parent’s and Merger Sub’s payment obligations under the Merger Agieement in respect of:

* the Parent Termination Fee, and costs and expenses that we may incur, and interest that may accrue, in the
event we obtain a judgment against Parent therefor; and

* any costs or losses we may incur in connection with assisting Parent in procuring the Financing and in
connection with the Debt Offers and the Debt Financing.

Parent expects a portion of the guarantees from KKR 2006 Fund L.P. and TPG Partners V, L..P. to be replaced
by corresponding guarantees by investment entities affiliated with one or both of Goldman, Sachs & Co. and
Lehman Brothers. The sum of the amounts guaranteed by the guarantors equals $1 billion. The maximum aggregate
liability of the guarantors in respect of Parent’s and Merger Sub’s payment obligations under the Merger Agreement
will not exceed $1 billion.

Indemnification; Directors’ and Officers’ Insurance

TXU Corp. will, after the Effective Time, indemnify and advance expenses to the fullest extent permitted by
law to our and our subsidiaries” present and former directors and officers. TXU Corp. will maintain directors’ and
officers’ liability coverage and fiduciary liability insurance policies with a claims period of at least six years from
the Effective Time.

Access

Subject to certain exceptions, we will afford Parent and its financing sources reasonable access to TXU Corp.
and will furnish Parent information concerning our business, properties, facilities, operations and personnel as may
reasonably be requested.

Amendment and Waiver

At any time prior to the Effective Time, the parties to the Merger Agreement may modity or amend the Merger
Agreement, by agreement executed and delivered by duly authorized officers of the respective parties.

-83-




FINANCING

The total amount of funds necessary to complete the Merger and the related transactions is anticipated to be
approximately $46.7 billion, including the new financing arrangements, the assumption, refinancing, repayment or
redemption of certain of our and our subsidiaries’ outstanding indebtedness and the payment of customary fees and
expenses in connection with the proposed Merger and financing arrangements. These amounts are expected to be
funded by new credit facilities, private and/or public offerings of debt securities and equity financing as well as cash
on hand at TXU Corp. and assumption of certain existing indebtedness of TXU Corp. and its subsidiaries. Parent
and Merger Sub have obtained equity and debt financing commitments described below in connection with the
transactions contemplated by the Merger Agreement. Both the equity and debt financings are subject to conditions,
including conditions that do not relate directly to the Merger Agreement. Although obtaining financing is not a
condition to the completion of the Merger, the failure of Parent and Merger Sub to obtain sufficient financing is
likely to result in the failure of the Merger to be completed.

Equity Financing

Parent has received equity commitment letters for an aggregate investment at closing of up to $8.0 billion,
which will constitute the equity portion of the merger financing. KKR 2006 Fund L.P. and TPG Partners V, L.P.
(collectively, the “Sponsors™) have collectively agreed to cause up to $6.5 billion of cash to be contributed to Parent
at closing. In addition, J.P. Morgan Ventures Corporation, Citigroup Global Markets Inc. and Morgan Stanley & Co.
Incorporated (collectively, the “Bridge Investors™) have committed to contribute $500 million of cash each in equity
to Parent. Subject 10 certain conditions, the Sponsors and the Bridge Investors may assign all or a portion of their
equity commitment obligations to other investors, provided that they remain obligated o perform to the extent not
performed by the assignee.

As of the date of this proxy statement, the Sponsors and Bridge Investors have obtained approximately
$1.8 billion in equity commitments from other existing investors in the Sponsors’ private equity funds, which
commitments are expected to be used at closing to reduce the commitments of the Sponsors and Bridge Investors. In
addition, investment vehicles affiliated with each of Goldman Sachs and Lehman Brothers have committed to
contribute directly or indirectly through other vehicles, up to $1.5 billion of cash and $400 million of cash,
respectively, to Parent in connection with the Merger. These committed amounts are expected to be used at closing
to reduce the commitments of the Spousors.

Each of the equity commitments is generally subject to the satisfaction of the conditions to Merger Sub’s
obligations to effect the closing under the Merger Agreement. Each of the equity commitment letters will terminate
upon termination of the Merger Agreement.

Debt Financing

Merger Sub has received an amended and restated debt commitment letter, dated as of July 20, 2007 (the “Debt
Financing Commitment”), from affiliates of Citigroup (“Citigroup” shall mean Citigroup Global Markets Inc.
(“CGMI™), Citibank, N.A., Citicorp USA Inc., Citicorp North America, Inc. and/or any of their affiliates), Credit
Suisse, Cayman Islands Branch and Credit Suisse Securities (USA) LLC, Goldman Sachs Credit Partners L.P.,
JPMorgan Chase Bank, N.A. and J.P. Morgan Securities Inc. (together, “JP Morgan Chase”), Lehman (“Lehman”
shall mean Lehman Brothers Inc., Lehman Brothers Holdings Inc., Lehman Brothers Commercial Bank and
Lehman Commercial Paper Inc.) and Morgan Stanley Senior Funding, Inc. (*“Morgan Stanley™), that includes,
among other things, commitments to provide (a) senior secured term loan facilities, a senior secured revolving
credit facility, a senior secured synthetic letter of credit facility and a senior unsecured revolving credit facility in an
aggregate principal amount of up to $26.1 billion (not all of which is expected to be drawn at closing or used o
finance the completion of the Merger) and (b) senior unsecured bridge facilities in an aggregate principal amount of
up to $11.25 billion.

It is expected that the aggregate Per Share Merger Consideration will be funded by approximately $24.6 billion
in indebtedness to be incurred in connection with the Debt Financing Commitment, the substantial majority of
which is anticipated to be incurred by Competitive Holdings, secured by substantially all of the assets of
Competitive Holdings and its subsidiaries, and guaranteed by substantially all of the subsidiaries of
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Competitive Holdings. It is expected that a portion of the aggregate Per Share Merger Consideration will be funded
with unsecured debt issued at TXU Corp. In addition to the aggregate Per Share Merger Consideration, the debt
commitments provide for funds to repay some outstanding indebtedness of TXU Corp. and its subsidiaries, and to
pay fees and expenses incurred in connection with the Merger.

The Debt Financing Commitment also provides for significant liquidity facilities to be made available to
1) Competitive Holdings to provide for ongoing working capital and other general corporate purposes of the
surviving corporation and its subsidiaries after the completion of the Merger and 2) Oncor to provide for ongoing
working capital and for other general corporate purposes for Oncor and its subsidiaries. None of the new debt to be
incurred (other than the Oncor liquidity facility, the proceeds of which will not be used to finance the completion of
the Merger) in connection with the Debt Financing Commitment will be raised at, guaranteed by, or secured by the
assets of, Oncor.

While Parent has advised TXU Corp. that, as of the date of this proxy statement, there is significant uncertainty
as to the various details of the ultimate structure of the debt financing (including whether TXU Corp. will guarantee
any of the debt of Competitive Holdings) and the outstanding debt securities that may be repaid or refinanced. the
completion of the Merger is not conditioned on the receipt of such debt financing and the availability of the debt
financing under the Debt Finuncing Commitment is subject only to documentary and other customary closing
conditions, including the following: the execution of definitive financing documentation consistent with the term
sheets for the debt facilities; completion of the Merger by no later than July 10, 2008 in accordance with the Merger
Agreement and without any modifications, amendments or express waivers to the Merger Agreement that are
materially adverse to the lenders (including to the definition of “Company Maiterial Adverse Effect™ therein) and
which have not been approved by the lead arrangers under the Debt Financing Commitment; the receipt by Merger
Sub from the equity investors of equity contributions which constitute at least 15% of the total sources required to
pay the aggregate Per Share Merger Consideration, redeem. refinance or repay certain existing indebtedness of
TXU Corp. and its subsidiaries and to pay related fees. premiums and expenses: the receipt of specified financial
statements and other financial data and the lead arrangers under the Debt Financing Commitment being afforded a
period consistent with the definition of “Marketing Period” in the Merger Agreement to seek to offer and sell or
privately place senior unsecured notes with qualified purchasers; the creation and perfection of security interests,
subject to certain limitations; and the receipt of customary closing documents and deliverables.

Parent has agreed that it will use its reasonable best efforts to arrange the debt financing on the terms and
conditions contained in the Debt Financing Commitment. If any portion of the debt financing becomes unavailable
on the terms and conditions contemplated in the Debt Financing Commitment, Parent has agreed to use its
reasonable best efforts to arrange alternative financing from alternative sources on terms no less favorable to Parem
(as determined in the reasonable judgment of Pareqt).

Although the debt financing described in this proxy statement is not subject to due diligence or a typical
“market out” provision {i.e. a provision allowing !lenders not to fund their commitments if certain conditions in the
financial markets prevail}, such financing may not be considered assured. As of the date of this proxy statement, no
alternative financing arrangements or alternative financing plans have been made in the event the debt financing
described in this proxy statement is not available as anticipated.

Pursuant 1o the Merger Agreement, TXU Corp. has agreed, if and to the extent and on terms requested by
Parent, to commence, or cause its appropriate subsidiaries to commence, tender offers and consent solicitations with
respect 1o certain of the outstanding debt securities of TXU Corp. and its subsidiaries or, in some cases, provide
notices of redemption or satisfaction or discharge with respect to such debt securities, all to be conditioned upon the
closing of the Merger or payment by Parent of funds for the redemption or satisfaction or discharge of all costs and
expenses associated with any repurchase, consent, redemption or defeasance. Parent has advised TXU Corp. that, as
of the date hereof, Parent does not know what actions it intends to request that TXU Corp. take pursuant to this
provision of the Merger Agreement.
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BENEFICIAL OWNERSHIP OF OUR COMMON STOCK

Each director and nominee for director and certain current and former executive officers of TXU Corp.
reported beneficial ownership of Common Stock, as of July 19, 2007, as follows:

Number of
. Shares
Beneficially
Name Owned

Leldon E. BCROIS . . oo ottt e e e et e e 3,103

Kerney Laday. . ... .................... 5,200
Jack o LAWIE « o o oo s e e et e e e e 6,768

Gerardo [ LOPeZ . . ..ot e ey 3,900
3. E. QESIEITEIChEE o o o o o o e e e e . 10,760

Michael W. RaNger. . .. . oottt e 20,000

Leonard H. ROBEIIS . o oottt e e et e e e 4,096

Glenn F. o THEOM. « . ot ettt e e e e e e e e e e e e e e e e s 2,096
G JORN WILAEE . o e e e e e e e e e 1,586,038

David A, Campbell . ... ... o 103,658
T L BAKET .+« o v e e e e e e e e e e e e e e e 375,830

I R € e + < P P 233,037

David B, POOIE « .« o o oottt e e e e 57,468

1T 5 0 L2 chP UG 43,566

Eric H. Polorsom. « o o e e e et e e e e e et et et e et e e e e e 25,000

All directors and current executive officers as a group (22 Persons) . . . . .« v v v v v i n e ne 2,656,619

(1) Shares reported consist of shares in which Dr. Little and his spouse share voting and investment power.

(2) Shares reported consist of shares held in a family trust for which Mr. Oesterreicher has sole voting and
investment power.

(3) Shares reported include 201,374 shares related to 2004 LTIP awards that are also included in the Qutstanding
Equity Awards at Fiscal Year-End ~ 2006 table on page 124, and 83,783 shares of restricted stock that are also
included in the Nongualified Deferred Compensation — 2006 table on page 129. Shares reported do not include
118.214 shares that are included in the Outstanding Equity Awards at Fiscal Year-End — 2006 table that were
sold for payment of taxes on the distribution of 2004 LTIP awards.

(4) Shares reported include 101,682 shares related to 2004 LTIP awards that are also included in the Qutstanding
Equity Awards at Fiscal Year-End — 2006 table on page 124. Shares reported do not include 58,112 shares that
are included in the Outstanding Equity Awards at Fiscal Year-End — 2006 table that were sold for payment of
taxes on the distribution of 2004 LTIP awards.

Except as noted, the named individuals have sole voting and investment power for all shares reported as
beneficially owned. The share ownership of each individual dircctor and executive officer and for all directors and
executive officers as a group constituted less than 1% of Common Stock.




As of December 31, 2006, based on information reported in filings made by the following persons with the
SEC or information otherwise known to TXU Corp., the following persons were known or reasonably believed to
be, as more fully described below, the beneficial owners of more than 5% of Common Stock.

Shares
Name and Address of Beneficial Owner Beneficially Owned Percent of Class
Barclays Global Investors, NA 44,735,268 9.74%
45 Fremont Street
San Francisco, CA 94105
Wellington Management Company, LLP 29,827,081 6.49%

75 State Street
Boston, MA 02109

(1) Includes holding by Barclays Global Investors, NA., Barclays Global lnvestors, Ltd, and Barclays Global
Investors Japan Trust and Banking Company Limited who acted as banks and Barclays Global Fund Advisors
and Barclays Global Investors Japan Limited who acted as investment advisors. Together these entities had sole
dispositive power with respect to these shares and sole voting power with respect to 39,595,631 shares of
Common Stock,

(2) Wellington Management Company, LLP acted as investment advisor and had shared dispositive power with
respect to these shares and shared voting power with respect to 18,669,915 shares of Common Stock.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the directors and executive officers of TXU Corp. to file with the
SEC reports of ownership and changes in ownership with respect to the equity securities of TXU Corp. Based solely
on a review of the copies of the reports furnished to TXU Corp. and written representations that no other reports
were required, during 2006, all required reports were timely filed, except that, as the result of an inadvertent
oversight, Kemey Laday was two days late filing a report disclosing a transaction relating to the transfer of
700 shares from his direct account to his pension plan.

ELECTION OF DIRECTORS

Director Selection

As provided in its charter, the Nominating and Governance Committee of the Board of Directors is responsible
for identifying individuals qualified to become Board of Directors members and recommending to the Board of
Directors nominees for election as directors. The Nominating and Governance Commitiee considers
recommendations for director nominees, including those submitted by TXU Corp. shareholders, on the bases
described below. Shareholders may recommend nominees by writing to the Nominating and Governance
Committee c/o the Secretary at 1601 Bryan Street, Dallas, Texas 75201-3411. Shareholder recommendations
will be promptly provided to the chairman of the Nominating and Governance Committee. To be considered by the
Nominating and Governance Committee for inclusion in the proxy for the 2008 annual meeting, recommendations
must be received by the Secretary of TXU Corp. not later than the close of business on December 28, 2007.

In identifying and evaluating nominees, the Nominating and Governance Committee may consult with the
other Board of Directors members, management, consultants, and other individuals likely to possess an
understanding of TXU Corp.’s business and knowledge of suitable candidates. In making its recommendations,
the Nominating and Governance Commitiee assesses the requisite skills, attributes and qualifications of nominees
and the composition of the Board of Directors as a whole in the context of the Board of Directors’ criteria and needs.
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In assessing nominees and making recommendations, the Nominating and Governance Committee will consider the
following criteria for Board of Directors membership:

{. Not less than a majority of directors shall satisfy the New York Stock Exchange {NYSE) independence
requirements; '

2. All directors shall possess the following traits:
a. strong character;
b. business acumen;
c. high personal and professional ethics. integrity and values;
d. practical wisdom and mature judgment:
c. commitment to representing TXU Corp.’s long-term interests;
f. relevant knowledge and experience; and
g willingness to devote sufficient time to carrying out their duties and responsibilities
effectively.
3. Consideration will be given to the Board of Directors’ desire for directors with diverse backgrounds

and interests.

The Nominating and Governance Committee engaged a nationally-known search firm to assist it in
identifying, and making informed decisions about, potential candidates and implementing a thorough,
disciplined approach to director selection and succession planning.

As previously disclosed, William H. Griffin retired from the Board of Directors during 2006. Pursuant to the
bylaws of TXU Corp., the members of the Board of Directors filled the resulting vacancy by ¢lecting Gerardo L.
Lopez.

TXU Corp.’s Corporate Governance Guidelines provide that no director may stand for election to the Board of
Directors after reaching age 72, unless the Board of Directors determines that granting an exception to this policy
would be in TXU Corp.’s best interests.

T is the intent of the Board of Directors that the persons named in the proxy will vote your shares in favor of the
nominees for directors listed in this proxy statement, unless authority is withheld. All of the nominees are current
members of the Board of Directors. The persons named in the proxy may cumulate the votes represented thereby
and in case any nominee shall become unavailable, which the Board of Directors has no reason to anticipate, may
vote for a substitute.
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Nominees

The names of the nominees for election as directors for the ensuing year and information about them, as
furnished by the nominees themselves, are set forth below:

Name

Leldon E. Echols
(DG oo

Kerney Laday
(YBDO6) . oo

Jack E. Little
(DS .o .

Gerardo 1. Lopez
W) ...

1. E. QOesterreicher

(HRIEU6) ..o

Age

Served as
Director Since

Business Experience

2005

1993

2001

2006

1996

-89-

Private investments since July 2006; prior
thereto Executive Vice President and Chief
Financial Officer, Centex Corporation (home
builder) (June 2000 — June 2006); prior thereto
Managing Partner, Audit Practice for North
Texas, Colorado and Oklahoma Region, Arthur
Andersen LLP (1997 - 2000).

President, The Laday Company (management
consulting and business development) since
July 1993; prior thereto Vice President, field
operattons, Southern Region. U. 5. Customer
Operations, Xerox Corporation  (January
1991 - June 1995); prior thereto Vice President
and region general manager, Xerox Corporation
(1986 - 1991).

Retired President and Chief Executive Officer,
Shell O1l Company (o1l and gas exploration)
since July 1999; prior thereto President and
Chief Executive Officer, Shell Oil Company
(1998 — 1999); prior thereto President and
Chief Executive Officer, Shell Exploration &
Production Company (1995 — 1998). Director
of Noble Corporation.

Senior Vice President, and President, Global
Consumer Products, Starbucks Corporation
{retail coffee products) since September
2004; prior thereto President, Handleman
Entertainment Resources (2001 — 2004); prior
thereto Senior Vice President and General Man-
ager, Handleman Entertainment Resources
(2000 — 2001); prior thereto President, Interna-
tional Division, International Home Foods
{1999 — 2000); prior thereto Senior Vice Pres-
ident and General Manager, SouthWest Brands,
International Home Foods (1997 — 1999),

Retired Chairman of the Board of Directors and
Chief Executive Officer of J. C. Penney Com-
pany, Inc, (retailer) since September 2000; prior
thereto Chairman of the Board of Directors and
Chief Executive Officer of J. C. Penney Com-
pany, Inc. (January 1997 — September 2000);
prior thereto Vice Chairman of the Board of
Directors and Chief Executive Officer of J. C.
Penney Company, Inc. (January 1995 - January
1997); prior thereto President, J. C. Penney
Stores and Catalog (1992 — 1995). Director of
Brinker International, Inc. and HCC Insurance
Holdings, Inc.




Served as
Name Age Director Since

Business Experience

Michael W. Ranger
() e 49 2003

Leonard H. Roberts
LD 2 () 58 2005

Glenn E Tilton
GUAE) .o 59 2005

C. John Wilder
(25 e e e 49 2004

{1y Member of Audit Commitiee.

(2) Member of Executive Committee.

(3) Member of Finance and Business Development Committee.
(4) Member of Nominating and Governance Committec.

(5) Member of Nuclear Committee,

(6) Member of Organization and Compensation Committee

Senior Managing Director, Diamond Castle
Holdings, LLC (private equity investments)
since 2004; prior thereto consultant to CSFB
Private Equity, overseeing private equity invest-
ments in the energy and power industries
(2002 — 2004); prior thereto Managing Direc-
tor, Investment Banking, of Credit Suisse First
Boston (2000 ~ 2001); prior thereto Managing
Director and Group Head of Global Energy and
Power Group, Investment Banking, of Donald-
son, Lufkin & Jenrette Securities Corporation
(1990 — 2000).

Retired Chairman of the Board of Directors,
RadioShack Corporation (consumer electron-
ics) since May 2006; prior thereto Chairman of
the Board of Directors, RadioShack Corpora-
tion (May 1999 —May 2006); prior thereto
Chief Executive Officer, RadieShack Corpora-
tion (January 1999 -- May 2005); prior thereto
President, RadioShack Corporation (December
1995 — December 2000). Director of J. C. Pen-
ney Company, Inc. and Rent-A-Center, Inc.

Chairman, President and Chief Executive Offi-
cer. UAL Corporation and United Air Lines,
Inc., a wholly owned subsidiary of UAL Cor-
poration (air transportation) since September
2002; prior thereto Non-Executive Chairman,
Dynegy, Inc. (May 2002 — September 2002);
prior thereto Vice Chairman, ChevronTexace
Corporation (October 2001 — August 2002);
prior thereto Chairman and Chief Executive
Officer, Texaco Inc. (February 2001 — October
2001); prior thereto President, Texaco’s Global
Business Unit (1997 —2001). Director of
Abbott Laboratories, UAL Corporation and
United Air Lines, Inc.

Chairman, President and CEO of TXU Corp.
since May 2005; prior thereto President and
Chief Executive of TXU Corp. (February
2004 — May 2005); prior thereto Executive
Vice President and Chief Financial Officer of
Entergy Corporation (1998 — 2004). Director of
Oncor Electric Delivery Company and Texas
Competitive Electric Holdings Company LLC.




Director Resignations

TXU Corp.’s Corporate Governance Guidelines provide that, in an uncontested election, any nominee for
director who receives a greater number of votes “withheld” from his or her election than votes “for” such election
shall promptly tender his or her resignation foliowing certification of the shareholder vote. The Nominating and
Governance Committee of the Board of Directors would then consider the resignation offer and recommend to the
Board of Directors whether to accept it. The Board of Directors would then act on the Nominating and Governance
Committee’s recommendation within 90 days following certification of the shareholder vote. Thereafter, the Board
of Directors will promptly disclose its decision whether to accept the director’s resignation offer (and the reasons for
rejecting the resignation offer, if applicable) in a filing with the SEC.

Independence of Directors

In order for a director to be considered independent under NYSE regulations, the Board of Directors must
determine that the director has no material relationship with TXU Corp., whether directly, or as a partner,
shareholder or officer of an organization that has a material relationship with TXU Corp. To assist it in its
determinations regarding the independence of its members, the Board of Directors has adopted categorical’
standards which reflect and give effect to the independence requirements of the NYSE. These standards are
included in TXU Corp.’s Corporate Governance Guidelines which are posted on TXU Corp.’s website at
wwwuixucorp.com under “Investor Resources”.

Based on the application of these standards and in accordance with the requirements of the NYSE and SEC, the
Board of Directors has determined that:

1. The following directors are independent: Messrs. Echols, Laday, Lopez, Oesterreicher, Ranger,
Roberts, Tilton and Little;

2. E. Gail de Planque, who resigned from the Board of Directors in March 2007, and William M. Griffin,
who retired from the Board of Directors in February 2006, were independent;

3. All of the members of the Audit Committee, the Nominating and Governance Committee and the
Organization and Compensation Committee are independent;

4, All of the members of the Audit Committee are “Audit Committee Financial Experts” as defined in
Ttem 407(d)(5) of SEC Regulation S-K; and

3. In compliance with the requirements of Section 303A of the NYSE Listed Company Manual, all of the
members of the Audit Committee are independent and are financially literate, as interpreted by the
Board of Directors in its business judgment.

In making its independence determinations, the Board of Directors considered the followings transactions,
relationships and arrangements not otherwise disclosed in this proxy statement for the directors found independent.
None of the items described below exceed applicable limitations for independence purposes under NYSE or SEC
requirements or under the categorical standards adopted by the Board of Directors.

* Dr. de Planque — None

* Mr. Echols - his service on the board of a charity to which TXU Corp. makes donations
*  Mr. Griffin — None

= M Laday - None

* D Little - his service on an advisory board to an entity that has a minority ownership interest in a project
from which TXU Corp. purchases wind power

* Mr. Lopez — de minimis amounts of business between his employer and TXU Corp.

* Mr. Oesterreicher — his service on the board of a charity to which TXU Corp. makes donations
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+ Mr. Ranger — his service as chairman of an entity that has a minority ownership interest in a project from
which TXU Corp. purchases wind power; his financial interest and gain resulting from the issuance and
redemption of certain of the securities of Texas Competitive Electric Holdings Company LLC, a wholly-
owned subsidiary of TXU Corp. in 2003 - 2004

«  Mr. Roberts - his service as a trustee of a non-profit organization to which TXU Corp. makes donations

» M. Tilton - de minimis amounts of business between his employer and TXU Corp.

MEETINGS OF THE BOARD OF DIRECTORS AND ITS COMMITTEES

The standing committees of the Board of Ditectors and the membership of each commitiece are shown on pages
89 and 90. The Board of Directors has adopted a written charter for each standing committee other than the
Executive Committee, as described below. These charters are maintained on TXU Corp.’s website at
www. txucorp.com under “Investor Resources”.

Board of Directors

During 2006, the Board of Directors held a total of nine meetings. No director attended less than 75% of the
meetings of the Board of Directors and Committees on which he or she served.

At least quarterly, those directors who are not also officers of TXU Corp. meet separately from directors who
are officers. Dr. Little, the lead director of the Board of Directors, presides at these separate meetings. In the event
that these meetings include directors who are not independent, the independent directors meet separately in
executive session at least once per year.

The policy of the Board of Directors is that directors should attend TXU Corp.’s annual meetings of
shareholders. All of the directors attended the 2006 annual meeting except for Mr. Roberts who was unable 1o
attend due to a commitment he had made prior to joining the Board of Directors.

Audit Committee

The Audit Committee is a separately-designated standing audit committee, as required by SEC regulations and
NYSE rules and established in accordance with section 3(a)(58)(A) of the Securities Exchange Act of 1934, as
amended. Among other functions, the Audit Committee performs the following key functions:

1. Assists the Board of Directors in fulfilling its oversight responsibilities relating to:
a. the integrity of the financial statements of TXU Corp.
b. the compliance by TXU Corp. with legal and.regulatory requirements;
c. the independent auditor’s qualifications and independence;
d. the performance of TXU Corp.’s internal audit function and independent auditor,
€. TXU Corp.’s system of internal controls over financial reporting, accounting, legal compliance

and ethics, including the effectiveness of disclosure controls and controls over processes that
could have a significant impact on TXU Corp.’s financial statements; and

2. Fosters open communications among the independent auditor, financial and senior management,
internal audit and the Board of Directors.

As it may deem necessary, the Audit Committee may form and delegate authority to subcommittees. The Audit
Committee held eight meetings during 2006.
Executive Committee
The Executive Committee exercises the authority of the Board of Directors in the intervals-between Board of

Directors meetings. The Executive Committee did not meet during 2006.
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Finance and Business Development Committee

The Finance and Business Development Committee performs the following functions:

1.

Reviews and recommends to the Board of Directors new business opportunities, proposed acquisitions
and divestitures and other similar transactions:

Reviews and recommends to the Board of Directors major financial undertakings and policies and
corporate financing plans; and

Assists the Board of Directors in fulfilling its fiduciary responsibilities relating to TXU Corp.’s
financial policies, plans and programs.

As it may deem necessary, the Finance and Business Development Committee may form and delegate
authority to subcommittees. The Finance and Business Development Committee held four meetings during 2006.

Nominating and Governance Committee

The Nominating and Governance Committee performs the following functions:

1.

3.
4,

Identifies individuals qualified to become Board of Directors members and recommends to the Board
of Directors the nominees to stand for election as directors;

Oversees, and assumes a leadership role in, the governance of TXU Corp., including recommending
Corporate Governance Guidelines for the Board of Directors’ consideration;

Leads the Board of Directors in its annual evaluation of its performance; and

Recommends committee member nominees to the Board of Directors.

Please see “Election of Directors -— Director Selection” on page 87 for a description of the Nominating and
Governance Committee’s activities with respect to identifying director candidates. As it may deem necessary, the
Nominating and Governance Committee may form and delegate authority to subcommittees. The Nominating and
Governance Committee held three meetings during 2006.

Nuclear Committee

The Nuclear Committee reviews and makes reports and recommendations to the Board of Directors
concerning the operation of TXU Corp.’s nuclear generating units. As it may deem necessary, the Nuclear
Committee may form and delegate authority to subcommittees. The Nuclear Committee held five meetings during

2006.

Organization and Compensation Committee

The Organization and Compensation Committee performs the following functions:

i.

Reviews and approves corporate goals and objectives relevant to the compensation of TXU Corp.’s
CEO, evaluates the CEQ’s performance in light of those goals and objectives, and determines and
approves the CEQ’s compensation based on this evaluation;

Oversees the evaluation of executive officers other than the CEO and other senior officers and key
employees and reviews, determines and approves their compensation levels;

Oversees and makes recommendations to the Board of Directors with respect to the adoption,
amendment or termination of incentive compensation, equity-based and other executive
compensation and benefits plans, policies and practices;

Reviews and discusses with the Board of Directors executive management succession planning;

Makes recommendations to the Board of Directors with respect to the compensation of TXU Corp.’s
outside directors; and
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6. Produces the Organization and Compensation Committee Report that is included in this proxy
statement and undertakes the actions described in that report.

As it may deem necessary, the Organization and Compensation Committee may form and delegate authority to
subcommittees. The committee typically meets at least four times per year, with additional special meetings as
needed. The following items, among others, are reviewed:

1. Executive development and succession — at least two times per year;

2. Executive compensation marketplace information and trends — quarterly education/market updates by
the committee’s independent consultant;

3. Executive compensation practice —at least annually and more often as needed. Specific executive
officer pay decisions are made at a meeting scheduled after the close of the prior fiscal year.

a. After the end of the year, the CEO assesses the performance of each executive officer,
assessing each officer’s performance against his or her personal goals and those of the officer’s
business unit/function. That assessment, as well as a review of each executive officer’s total
compensation relative to marketplace compensation data provided by the committee’s
compensation consultant, serves as the basis for the CEO developing a recommendation
on each executive officer’s compensation, The CEO presents the performance discussion and
compensation recommendation for each executive officer to the committee. The committee
then makes the decisions about the executive officers’ compensation.

b. The CEO provides a detailed self-assessment to the committee in advance of the committee
meeting. During the meeting, the committee has the opportunity to clarify any aspects of the
self-assessment. The CEQ leaves the rcom during committee discussion of his own
compensation. The committee discusses the CEOQ’s compensation level relative to market
compensation data with the committee’s consultant. On the basis of his performance, his
employment contract, the market compensation data and the company’s performance, the
committee determines the CEOQ’s base salary, annual incentive payment, and long-term
incentive plan award.

4, Director compensation practice — at least annually and more often as needed.
The Organization and Compensation Committee held five meetings during 2006.

Towers Perrin, a nationally recognized executive compensation consulting firm, has been retained by the
Organization and Compensation Committee to assist it in its periodic reviews of compensation and benefits
provided to officers and directors. Towers Perrin utilizes extensive nationwide survey data that tracks compensation
trends of comparable utilities and energy companies as well as general industry companies with respect to both the
level and composition of officers’ and directors’ compensation. Towers Perrin attends the regular meetings of the
Organization and Compensation Committee and assists it by providing updates of executive compensation trends
and analysis of market compensation levels. The survey data is one of several factors utilized by the commitlee in
determining compensation levels of each individual named on page 118 of this proxy statement. Others include,
where applicable, company, business unit and individual performance, and current compensation mix.

Towers Perrin also assists in other areas of director and executive compensation and benefits plan design and
_assessment, including the analysis of stock ownership guidelines, to assist the committee in developing director and
executive programs that are appropriate and competitive.

CORPORATE GOVERNANCE DOCUMENTS

TXU Corp. maintains certain corporate governance documents on its website at www.rxucorp.com. TXU
Corp.’s Corporate Governance Guidelines and the committee charters, including those of the Audit Committee, the
Nominating and Governance Committee and the Organization and Compensation Committee, can be accessed by
selecting “Investor Resources” on the company’s website. The Code of Canduct of TXU Corp. that applies to all of
its employees, officers (including the CEO, Chief Financial Officer and Controller) and directors is also available on
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the website. In accordance with SEC regulations, any amendments to the Code of Conduct will be posted on TXU
Corp.’s website. Printed copies of the corporate governance documents that are posted on TXU Corp.’s website are
also available to any shareholder upon request to the Secretary of TXU Corp. at 1601 Bryan Street, Dalias, Texas
75201-3411.

POLICIES AND PROCEDURES RELATING TO RELATED PARTY TRANSACTIONS

TXU Corp. has a number of written policies and procedures that address related party transactions, including
the Code of Conduct and the charter of the Audit Committee.

The Code of Conduct provides that employees are expected to avoid conflicts of interest between their
personal interests and those of TXU Corp. The Code of Conduct goes on to state that employees or members of their
immediate families should not;

1. receive compensation from, or have any financial interest in, a current or prospective supplier,
customer, or competitor if that compensation or financial interest constitutes a conflict of interest for
the employee, or

2. own a significant financial interest in any business that supplies TXU Corp. with a substantial amount
of gooads or services or where sales to TXU Corp. are a substantial part of the other business’s revenues.

The Audit Committee’s charter provides that the Audit Committee will review related party transactions with
TXU Corp.’s general counsel. In addition, this charter provides that the Audit Committee will discuss with
management and the chief internal audit executive compliance with the Code of Conduct and advise the Board of
Directors with respect to any alleged material non-compliance with the Code of Conduct.

EXECUTIVE AND DIRECTOR COMPENSATION

Compensation Discussion and Analysis
Overview

For more than 120 years, TXU Corp. and its predecessors primarily owned and operated regulated utility
businesses. As such, its executive compensation programs were designed to enable it to compete in that
marketplace. In 2002, with the introduction of a competitive, deregulated retail electric marketplace in Texas,
TXU Corp. began restructuring its executive compensation programs and practices to better enable it to attract and
retain talent in a volatile, commodity-sensitive environment that has a unique set of capability requirements, In
2004, the Board of Directors hired a new CEQ to lead TXU Corp. in a competitive environment and TXU Corp.
undertook a dramatic restructuring. Since then, TXU Corp. has delivered top-tier results based on a turnaround
strategy designed to transform it into a high-performing industrial company that can compete successfully in a
newly deregulated market and reliably meet next-generation energy demands through consumer and
environmentally sensitive platforms.

Under new leadership, the process to instill a pay-for-performance culture was accelerated. Examples of
actions taken include:

1. Strengthening the Board of Directors’ and the Organization and Compensation Committee’s
effectiveness and independence by:

a Strengthening the role of the committees and their independent chairs through, among other
practices, disciplined use of work plans and involvement in agenda setting;

Adding new independent directors;

Hiring Towers Perrin, an independent compensation consultant, to advise and report directly to
the Organization and Compensation Committee on executive compensation issues, including
multi-utility index and other benchmarks, median competitive data, performance
measurements and peer group selection;
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d. Conducting regular private sessions without management present at committee meetings; and

€. Strengthening executive and director stock ownership guidelines to more strongly align their
interests with those of TXU Corp.’s shareholders.

2. Aligning executive compensation policies and programs more strongly with company performance by:

a. Maintaining compensation structures based on targeting median competitive pay;

b. Redefining TXU Corp.’s peer group in order to effect more stringent, market-based
comparisons;

c. Freezing or eliminating some perquisites; and

d. Phasing out or eliminating programs, such as the Deferred and Incentive Compensation Plan,
that do not support TXU Corp.'s pay-for-performance culture or long-term shareholder
interest.

Today, TXU Corp.’s compensation programs are designed to enable TXU Corp. to hire, retain, and motivate
top talent, with a strong correlation between rewards and sustained results.

Purposes and Structure of the Organization and Compensation Committee and the Role of the CEO in
Compensation Decisions

The purposes of the Organization and Compensation Committee include:
1. Determining and overseeing TXU Corp.’s executive compensation programs;

2. Overseeing the evaluation of the CEO and other executive performance in light of corporate goals and
objectives relevant to compensation and approving the compensation based on the evaluation; and

3. Overseeing and making recommendations to the Board of Directors with respect to the adoption,
amendment or termination of incentive compensation, equity-based and other executive compensation
and benefits plans, policies and practices.

The Organization and Compensation Committee also reviews executive management succession planning and
advises the Board of Directors with respect to compensation of TXU Corp.’s outside directors.

In determining the compensation of the executives reporting to the CEO, including the executive officers
named in the Summary Compensation Table of this proxy statement, the Organization and Compensation
Committee  seeks the input of the CEQ on the performance of these individuals and the CEQ’s
recommendations regarding individual compensation actions. More detail about each of the plans can be found
in the compensation tables and the accompanying narrative.

The role of the CEO is to assess at the end of each year the performance of each of the executives reporting to
the CEO, including the executive officers named in the Summary Compensation Table of this proxy statement
against their personal goals and those of their respective business unit/function and to present the performance
discussion and compensation recommendation for each of these individuals to the Organization and Compensation
Committee.

Currently, the Organization and Compensation Committee is composed of five non-employee, independent
directors, each of whom satisfies the requirements for independence under applicable law and regulations of the
SEC and the NYSE. The Organization and Compensation Committee met five times in 2006.

The Organization and Compensation Committee has the sole authority to retain and terminate any
compensation consultant or other advisors to be used to assist in the evaluation of director, CEO or senior
executive compensation. The committee has retained Towers Perrin as its external compensation advisor. Towers
Perrin is engaged and works for TXU Corp. only on director and executive compensation matters. There are no
other relationships between TXU Corp. and Towers Perrin.
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Compensation Philosophy

TXU Corp.’s compensation philosophy, principles and practices are intended to compensate executives
appropriately for their contribution to the attainment of key strategic objectives, and to strongly align the interests of
executives and shareholders through equity-based plans and performance goals. To achieve those objectives, TXU
Corp. believes that:

Levels of executive compensation should be based upon an evaluation of the performance of TXU
Corp. and its executives as well as a comparison to compensation levels of persons with comparable
responsibilities in business enterprises of similar size, scale, complexity, risk and performance;

Compensation plans should reward positive, sustained returns to shareholders and should balance both
long-term and short-term objectives; and

The overall compensation program should emphasize variable compensation elements that have a
direct link to company and individual performance.

To support these compensation principles, the total compensation program for TXU Corp.’s executives
principally consists of;

1.
2.

5.

Base salaries;

The opportunity to earn an annual performance bonus under TXU Corp.’s Executive Annual Incentive
Pian;

Awards of performance-based restricted shares or performance units under TXU Corp.’s Long-Term
Incentive Compensation Plan or the 2005 Omnibus Incentive Plan;

The opportunity to participate in TXU Corp."s Salary Deferral Program and receive company matching
contributions; and

Participation in TXU Corp.’s Thrift Plan, Retirement Plan and Supplemental Retirement Plan.

To align these compensation programs with TXU Corp.’s compensation philosophy and strategic objectives,
TXU Corp. has:

1.

Where possible and appropriate, used three market reference points for market compensation data:
broader energy industry data; a specific peer group; and broader general industry data. TXU Corp. used
these reference points to gather competitive compensation data for each executive. To ensure the market
data reflects TXU Corp.’s scope, all broad survey data were size-adjusted to TXU Corp.’s revenue size
using regression analyses, where possible. The specific peer group used in 2006 is shown below,

AES Allegheny Energy Ameren

American Electric Power Calpine Constellation Energy

Dominion Resources Duke Energy Edison International

Entergy Exelon FPL Group

FirstEnergy Mirant NRG Energy

PPL Progress Energy Public Service Enterprise Group
Southern Company Xcel Energy

TXU Corp. expects that it will be necessary, as a result of mergers, acquisitions and/or other changes, to
update the list periodically to maintain a representative list of companies for compensation
comparisons.

The broader energy industry data includes compensation data collected from Towers Perrin’s 2006
Energy Services Industry CDB Executive Compensation Database. The survey is composed of 97
energy services companies. The broader general industry data includes compensation data collected
from Towers Perrin’s 2006 General Industry CDB Executive Compensation Database. The survey is
composed of 820 general industry companies.
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2. Established base salaries around the median, or 50th percentile, of the base salaries provided to similar
positions at comparable utility, energy, or industrial companies. Please refer to *Competitive
Compensation Mix” for a more detailed discussion of execulive compensation.

3. Held base salaries flat since 2004 for executive officers named in the Summary Compensation Table
and shifted compensation to variable, at-risk pay linked to meeting annual performance goals and long-
term shareholder value creation.

4, Awarded performance units rather than stock options or other equity-related compensation. TXU Corp.
believes that performance units, which pay out in shares based on the company’s absolute and relative
total shareholder returns, better allow TXU Corp. to link executive pay to its performance relative to
peers, while ensuring that absolute shareholder value has been achieved.

5. Phased out many perquisites that no longer fit TXU Corp.’s compensation policy. TXU Corp. no longer
provides perquisites that do not serve as a necessary part of a competitive pay package or enhance an
executive’s ability to conduct the company’s business. This includes substantially limiting the use of
TXU Corp.’s aircraft, and subjecting usage to an annual review by the Organization and Compensation
Committee. Additional information about the limited perquisites allowed to executive officers is
contained throughout this proxy statement.

6. Prohibited hedging against TXU Corp. securities. Under TXU Corp.’s stock trading policy, all TXU
Corp. executive officers and directors are restricted from short sales and derivative transactions
involving TXU Corp.’s securities.

Competitive Compensation Mix

The bulk of each executive officer’s direct compensation (base salary, annual incentive and long-term
incentive) is directly linked to achieving company and business unit performance objectives. Other factors
impacting compensation include individual performance, retention risk, and market compensation data
provided by Towers Perrin. Over a period of time, the direct compensation mix for executive officers will be
targeted at the levels summarized below.

Target Mix of Direct Compensation

QOther

Executive

CEO Officers

Fixed cash compensation /base salary .. ....... ... 10-20% 30-40%
Variable compensation / annual and long-term awards based on performance . . 80-90% 60-70%

As shown above, TXU Corp. believes that 80-90% of the CEQ’s direct compensation and 60-70% of the other
executive officers’ direct compensation should be based on performance. The programs are designed to reward
executives for their contribution to the attainment of key strategic objectives, to link compensation to TXU Corp.’s
financial and operational performance and to strongly align the interests of executives and shareholders through
equity-based plans with a range of payouts based on performance. TXU Corp. believes its targeted mix of pay will
allow it to attract the caliber of individual that wants to be aligned with the results produced for its shareholders.

TXU Corp. does not use stock options in its long-term programs. TXU Corp. has elected to use restricted stock
or performance units rather than stock options or other equity-related compensation. TXU Corp. believes that this
practice allows it to more directly link executive pay to TXU Corp.’s performance relative to its peers.
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For 2006, the mix of direct compensation was:

2006 Mix of Direct Compensation

Other

Executive

CEOQ Officers
Fixed cash compensation /base salary . .. .......................... 13% 29%
Annual performance-based cash incentive ................. e 18% 11%
Long-term performance-based incentive. .. ...... ... . ..... ... ... ... - 69% 60%

Based on the mix of compensation of TXU Corp.’s executive officers in 2006, it is clear that the company 1s
moving toward the targeted mix of compensation.

[n addition to the direct compensation opportunities outlined above, TXU Corp. current]ly maintains two on-
going nonqualified compensation programs, the Salary Deferral Program and the Supplemental Retirement Plan.
The primary purpose of these programs is to facilitate retention and, with respect to the Supplemental Retirement
Plan, to provide for the payment of retirement benefits that would otherwise be limited by the Internal Revenue
Code statutory limits or the definition of earnings in the Retirement Plan. Please refer to the narrative under the
Pension Benefits table beginning on page 128 for a more detailed description of these programs.

Compensation Elements

Following is a discussion of the principal compensation components provided to our executives, More detail
about each of the plans that follow can be found in the compensation tables and the narrative and footnotes to the
tables.

Base Salary

Base salary should reward executives for the scope and complexity of their position and the level of
responsibility required. TXU Corp. believes that a competitive level of base salary is required to attract
qualified talent.

The Organization and Compensation Committee reviews base salaries annually, although salaries may be
frozen for a period of time once they have achieved market levels. In 2004, TXU Corp. was at the beginning stages
of the turnaround phase of its business strategy and wanted its leaders to be focused on actions that would create
long-term valve for shareholders. Therefore, base pay levels for the executive officers named in the Summary
Compensation Table have been held flat since October 2004 and compensation was shifted toward variable pay
linked to meeting annual performance goals and to long-term shareholder value creation.

Base salaries for the executive officers named in the Summary Compensation Table are generally set around
the median, or 50th percentile, of the base salaries provided by TXU Corp.’s competitive peer groups. In making
these determinations, TXU Corp. looks at a combination of markets, specifically the utility, energy, and general
industrial sectors because this is where the company primarily competes for experienced talent. A thorough analysis
of market base salary, annual incentive, long-term incentive, and total compensation levels is conducted annually by
Towers Perrin. That analysis and information is a factor utilized in reviewing the actual salary levels of each
executive officer named in the Summary Compensation Table, based on the market data and performance of TXU
Corp. overall, the performance of the business unit the particular officer is leading, and the officer’s individual
performance for the current period and over a period of years.
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2006 Base Salary for TXU Corp.’s Named Executive Officers

Name Title Salary Comments
C. John Wilder Chairman, President and CEO-TXU Corp. $1,250,000 No change since
February 2004
David A. Campbell EVP and Chief Financial Officer-TXU Corp. $382,000 No change since
October 2004
M. S. Greene Chairman of the Board of Directors and $507,000 No change since
CEO-Luminant Power October 2004 )
T. L. Baker Vice Chairman $632,000 No change since
October 2004
David P. Poole EVP and General Counsel - TXU Corp. - $307,000 No change since
October 2004
Kirk R. Oliver Former EVP and Chief Financial Officer - TXU $507,000 No longer with the
Corp. company as of March
2006
Eric H. Peterson Former EVP and General Counsel ~ TXU Corp. $507,000 No longer with the
company as of April
2006

Executive Annual Icentive Plan

The Executive Annual Incentive Plan, which is paid in cash, is intended to provide a market and performance-
based annual reward for the successful attainment of certain annual performance goals and business objectives that
are established by the Organization and Compensation Committee at the beginning of each year. These targets are
generally set at challenging levels to ensure they are high performance goals relative to external benchmarks, as
well as relative to TXU Corp.’s historical performance. In general, it is TXU Corp.’s intent that the goals be set so
that:

« Results fall in the target range approximately 50% of the time;
*  The targets are exceeded up to 25% of the time; and
*  The targets are not achieved up to 25% of the time.

The chart below provides a summary of the Executive Annual Incentive Plan funding from 2002 through 2006.
The payout percent represents the aggregate funding, as a percent of target awards, available to the executive
officers named in the Summary Compensation Table.

Historical Payout of Executive Annual Incentive Plan as a Percentage of Target

Plan Year ) Payout Percent (%)
2002 . e e s 0
2003 0t e e 124
D04 e e e 100
D005 o e e e s 135
006 © ot e e 65

The combination of company, business unit and individual performance, together with the Organization and
Compensation Committee’s evaluation of the competitive level of compensation appropriate for such performance,
determines the amount of annual incentive, if any, actually awarded. Awards under the Executive Annual Incentive
Plan constitute the annual incentive component of TXU Corp.’s executive compensation. The CEO assists the
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Organization and Compensation Commitiee in evaluating the performance of the other executive officers named in
the Summary Compensation Table and determining the amount of annual incentive, if any, actually awarded.

The table below summarizes the 2006 annual incentive targets and actual performance and payout funding
percentage. The earnings per share measurement is intended to align annual incentive compensation with TXU
Corp.’s growth strategy, while the operating cash flow measurement is designed to encourage TXU Corp. executives
to support the company’s investment in infrastructure development. Annual incentive payout funding can range

from zero to two times aggregate target incentive levels, based on the performance of TXU Corp. during the fiscal
year.

2006 Executive Annual Incentive Plan Performance Metrics and F unding

Metric & Funding Weighting  Threshold Target Superior Actual
Operating earnings per share .. ... ... ... - 50% $5.31 $5.90 $6.49 $3.55
Operating cash flow (billiensy .. .. ... ... 50% $4.59 $5.10 $5.61 $4.93
Payout funding percentage'” .. ... .. ..., n/a 50% 100% 200% 65%

(1) Payout funding percentage is interpolated between performance levels.

Actual payout funding for 2006 .was 65% of target. TXU Corp. will use the same annual incentive plan
funding metrics in 2007 with new targets based on 2007 expectations. ‘

With the exception of Mr. Wilder, whose target annual incentive levels are consistent with those in his
employment agreement, target annual incentive levels for executives are determined based on a thorough analysis of
market practices conducted annually by Towers Perrin and reviewed by the Organizaton and Compensation
Committee. Target annual incentive compensation levels for the CEO and ail other executive officers named in the
Summary Compensation Table are as follows:

. Mt Wilder's target annual incentive is set at 200% of base salary.

2. Target annual incentive compensation levels for all other executive officers named in the Su mmary
Compensation Table are set near the median of the comparable market; with the opportunity to
reach the 75th percentile, or above, of that market in circumstances where TXU Corp.’s annual
performance reaches the 73th percentile or better relative to such market,

The following table provides a summary of the 2006 annual incentive targets and actual awards for each
executive officer named in the Summary Compensation Table.

2006 Annual Incentives for TXU Corp.’s Named Executive Officers

Target Actual
Payout as Target Award
(% of Award ($ Actual (% of
Name Salary) Yalue) Award Target) Comments
C. John Wilder. .. .... ... 200% $2,500,000  $1,625,000 65% -
David A. Campbell . ... .. 60% $ 229200 § 230,000 100% -
M.S.Greene........... 60% $ 304,200 $ 220,000 12% -
T.L.Baker ............ 60% § 379200 % 130,000 34% -
David P.Poole .. ... ... .. 60% $ 184,200 $ 120,000 65% -
Kitk R. Oliver . ... ...... 60% $ 304,200 - - No longer with the
company as of March 2006
Eric H. Peterson. . ... ..., 60% $ 304,200 - - No longer with the

company as of April 2006
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Long-Term Equity Incentives

The principal long-term component of TXU Corp.’s executive compensation package is the 2005 Omnibus
Incentive Plan, which was approved by TXU Corp.’s shareholders in 2005. The ultimate value, if any, of awards
granted under the Omnibus Plan, is directly related to future performance with respect to absolute and relative total
shareholder returns. TXU Corp. measures its total shareholder retuns performance against a peer group of
companies comprised of the combined S&P 500 Electric Utilities and the S&P 500 Multi-Utilities Indices. TXU
Corp. has selected total shareholder returns as the performance measure for the Omnibus Plan because it aligns the
executives’ interests with the economic interests of TXU Corp.’s shareholders.

Awards under the Omnibus Plan provided to the executives of TXU Corp. have been almost exclusively in the
form of performance-based restricted stock or performance units settled in shares of Common Stock.

All executive officers participate in the Omnibus Plan. The target amount of the long-term incentive
compensation award is generally set at the market median of the peer group as described above. The awards
are designed to balance absolute and relative total shareholder returns performance. For certain executives, the
variability in the number of performance units granted is tied to:

1. the amount of each of the other elements of that executive’s direct compensation and how each of these
elements compares to the market median, and

2. the terms of individual employment agreements.

All awards under the Omnibus Plan and the Long Term Incentive Compensation Plan issued during a given
year have a performance period that begins on April 1 of that year and ends on March 31 three years later. TXU
Corp. has used this date for several years and finds that having consistency across awards with respect to
performance periods eases administrative burdens when calculating payouts of the awards.

The ultimate payout of long-term incentive compensation awards, if any, is determined by TXU Corp.’s total
shareholder returns on either a relative basis or an absolute and relative basis. Where an award is based both on an
absolute and relative basis fifty percent of each award is based on absolute total shareholder returns over the prior
three-year period. Depending upon TXU Corp.’s absolute total return for such period, the participants may earn
from 0% to 150% of this portion of the original award, and their compensation is, thereby, directly related to
shareholder value, as set forth below:

2006 Performance Payout Rates — Absolute Total Shareholder Return

Aggregate 3-yr Total '

Performance Level Shareholder Return Performance Unit Adjustment
Maximum .. ........ .. . =40.5% , Maximum payout (150% of target)

Target ..o vvnee e =29.5% " Interpolate between 100% & 150% of target
Minimum . ........... =191% Interpolate between 50% & 100% of target
Y.< (s S <19.1% No payout
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The remaining 50% of each award is based on relative total shareholder returns determined by comparing TXU
Corp’’s total returns for the performance period against the companies comprising the S&P 500 Electric Utilities
and the S&P Multi-Utilities Indices. Depending upon TXU Corp.’s relative total return for such periods, the
participants may earn from 0% to 200% of this portion of the original award, and their compensation is, thereby,
directly related to shareholder value, as set forth below:

2006 Performance Payout Rates — Relative Total Shareholder Return

Aggregate 3-yr Total

Performance Level Shareholder Return Performance Unit Adjustment
Maximum. .. ......... 81° percentile & above Maximum payout (200% of target)

150% of target .. ...... 71%-80.99th percentiles Interpolate between 150% & 200% of target
125% of target ........ 61°-70.99th percentiles Interpolate between 125% & 150% of target
Target,.............. 51%-60.99th percentiles Interpolate between 100% & 125% of target
Minimum ............ 41*-50.99th percentiles Interpolate between 50% & 100% of target
Zero .. ... ... 40.99" percentile & below  No payout

The combination of absolute and relative components of each award means that each incentive compensation
award under the Omnibus Plan will pay out, in the aggregate, from 0% to 175% of the original amount.

As detailed in the narrative of the Grants of Plan-Based Awards table beginning on page 121, the employment
agreements for Messrs. Wilder, Campbell and Poole require that their long-term incentive awards be measured
solely on TXU Corp.'s total shareholder return performance relative 10 companies comprising the S&P 500 Electric
Utilities Index. For these executives, the ultimate value of their awards, if any, is determined by TXU Corp.’s 10tal
shareholder return over future performance periods, on a relative basis, and does not contain an absolute basis.

For a more detailed description of TXU Corp.’s long-term incentive plans, including the vesting conditions of
long-term incentive awards. please refer 10 the narrative that follows the Grants of Plan-Based Awards table
beginning on page 121. TXU Corp. believes that the three-year vesting period, in conjunction with the company’s
stock ownership and retention requirements, ensures that executives are focused on sustained long-term
performance. The number of shares and the price per share of Common Stock included in this Compensation
Disclosure and Analysis have been adjusted to reflect the stock split that TXU Corp. completed in December 2005,

Deferred Compensation and Retirement Plans

Salary Deferral Program: TXU Corp.’s Salary Deferral Program allows participating employees to defer a
portion of their salary and annual incentive award and to receive a matching award based on their deferrals.
Executives can defer up to 50% of their base salary and up 10 100% of any annual incentive award, for seven years or
until retirement. TXU Corp. matches 100% of deferrals up to 8% of salary deferred under the program. TXU Corp
does not match deferred annual incentive awards. The program encourages employee retention because generally,
participants who terminate their employment with TXU Corp. prior to seven years of service forfeit TXU Corp.’s
matching contribution to the program.

Please refer to the narrative that follows the Nonqualified Deferred Compensation table on pages 130 and 131
for a more detailed description of the Salary Deferral Program,

Retirement Plan: TXU Corp. and its participating subsidiaries maintain a retirement plan, which is qualified
under applicable provisions of the Internal Revenue Code and is a benefit for all employees of TXU Corp. and those
participating subsidiaries. TXU Corp.’s Retirement Plan contains both a traditional defined benefit component and a
cash balance component. Effective January 1, 2002, TXU Corp. changed its defined benefit plan from a traditional
final average pay design to a cash balance design. This change was made to better ali gn the retirement program with
competitive practices. All participants were extended an Opportunity to remain in the traditional program or
transition to the cash balance component. Messrs. Greene, Baker and Oliver elected to remain in the traditicnal
program.
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All employees employed after January 1, 2002 are only eligible to participate in the cash balance program. As
a result, Messrs. Wilder, Campbell, Poole and Peterson are covered under the cash balance component. For a more
detailed description of the Retirement Plan, please refer to the narrative that follows the Pension Benefits table on
pages 128 and 129.

Supplemental Retirement Plan: TXU Corp.’s Supplemental Retirement Ptan provides for the payment of
retirement benefits that

1. Would otherwise be capped by the Internal Revenue Code’s statutory limits for qualified retirement
plans;

2. Include Executive Annual Incentive Plan awards in the definition of earnings (for participants in the
traditional component only); and/or

3. TXU Corp. or its participating subsidiaries are obligated to pay under contractual arrangements.

Messrs. Greene, Baker and Oliver, the executives who elected to remain in the traditional defined benefit
retirement plan, are eligible for a supplemental retirement benefit in concert with that plan, which provides for a
traditional defined benefit type retirement annuity stream. This feature of the plan is only available to the executives
hired prior to January 1, 2002. As such, it is not available to Messrs. Wilder, Campbell, Poole and Peterson who
participate in the “make whole” portion of the Supplemental Retirement Plan (but only as it relates to the cash
balance component), which only provides for the payment of retirement benefits that would otherwise be capped by
the Internal Revenue Code or for the inclusion of additional accredited service under contractual arrangements.

For a more detailed description of the Supplemental Retirement Plan, please refer to the narrative that follows
the Pension Benefits table on pages 128 and 129.

Perquisites

In keeping with its pay-for-performance philosophy, TXU Corp. does not believe that significant perquisites fit
with the culture and direction of the company. After a September 2004 internal review of its compensation
programs, TXU Corp. eliminated several perquisites that no longer fit the company’s compensation philosophy. For
example. TXU Corp. no longer provides an automobile allowance or free parking to executives. In addition, the
Deferred and Incentive Compensation Plan was closed in 2004 to new participants to eliminate a significant non-
performance-based reward program. For a more detailed description of this and other eliminated programs, please
refer to the narrative that follows the Summary Compensation Table on pages 118, 119 and 120 and the
Nonqualified Deferred Compensation table on pages 129, 130 and 131,

Those perquisites that continue are intended to serve as part of a competitive total compensation program and
to enhance the executives” ability to conduct company business. These benefits include the limited use of TXU
Corp. aircraft, financial planning, a preventive physical health exam and reimbursement for certain country ¢lub
memibership costs.

TXU Corp. has substantially limited the use of its aircraft. Under current policy, only members of TXU Corp.’s
Senior Leadership Team (primarily comprised of the CEO and his direct reports) may schedule use of company
aircraft, and TXU Corp. personnel and coniractors are not to have personal use of the aircraft except:

L. Pursuant to the terms of an employment agreement; or

2. In exceptional cases, when personal use is in the best interest of TXU Corp., as determined by a
member of the Senior Leadership Team (other than the member, if any, requesting personal use).

In addition, TXU Corp. has eliminated personal use of its aircraft by former executives.

The following is a summary of benefits offered to the executive officers named in the Summary Compensation
Table that are not available to all employees:

Aircraft Usage: As recommended by TXU Corp.’s independent security advisor and provided in his
employment agreement, Mr. Wilder is provided use of TXU Corp. aircraft for personal use. The use of TXU
Corp. aircraft was one of the benefits provided in 2004 when negotiating for Mr. Wilder’s services.
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Executive Financial Planning: All executive officers named in the Summary Compensation Table are
cligible to receive executive financial planning services through AYCO. Such service is intended to support them in
managing their financial affairs, which TXU Corp. considers especially important given the high level of time
commitment and performance expectation required of its executives. Furthermore, such service helps ensure greater
accuracy and compliance with individual tax regulations.

Executive Physical Health Exam: All executive officers named in the Summary Compensation Table are also
eligible to receive an annual physical examination. TXU Corp. recognizes the importance of the health of its senior
management team and the vital leadership role they play in directing and operating the company. The executive
officers are important assets of TXU Corp. and this benefit is designed to help ensure their health and long-term
ability to serve TXU Corp.’s shareholders.

Country Club/Luncheon Club Membership: Exccutive officers named in the Summary Compensation
Table are entitled to reimbursement of certain expenses for personal country club or luncheon club use, which
provide a setting for cultivating business relationships and interaction with key community leaders and officials.

In addition, ail employees, including all executive officers named in the Summary Compensation Table, are
eligible to participate in TXU Corp.’s relocation policy which reimburses the eligible relocation expenses for
relocating employees that move at the request of TXU Corp.

Expenditures for the perquisites outlined above are disclosed by individual in footnotes to the Summary
Compensation Table, which begin on page 118.

Performance and Individual Compensation
Company Performance

TXU Corp.’s recent business performance sets the context for the discussion of individual executive
compensation. Beginning in 2004, under the leadership of new CEO John Wilder, TXU Corp. undertook a
substantial turnaround and business restructuring program. This turnaround program followed a difficult period for
TXU Corp. that included the 2002 bankruptey of TXU Corp.’s European subsidiary. In 2002, TXU Corp.’s share
price also experienced an 80% drop in less than two months and the dividend was cut by almost 80%. In early 2004,
CEO John Wilder and his team developed and implemented a three-phase strategic restructuring plan focused on
improving financial resiliency, divesting structurally disadvantaged businesses, providing superior customer
service, and significantly improving operations, thereby unlocking shareholder value and furthering the
transformation of TXU Corp. from a regulated utility to a commercial enterprise capable of surviving and
thriving in the restructured Texas electric power market. The plan focused on achieving industry leadership across
three critical factors — operational excellence, market leadership, and performance management — to drive to top-
quartile financial performance and create a high-performance enterprise positioned to compete with the best
industrial companies,

The plan comprised three phases:

1. Rationalize, restructure, and restore financial strength: This phase restructured TXU Corp. and
restored it to profitability.

2. Strengthen the core businesses and drive performance improvement: This phase launched an ongoing,
broad-based performance-improvement program.

3. Allocate capital and grow: This phase focused on refining the capital allocation philosophy, rebasing
the dividend, and establishing a framework for future growth investments.

TXU Corp. successfully completed its strategic turnaround plan ahead of schedule. Performance has improved
sharply relative to 2003, moving from the bottom quartile to the top quartile across a broad set of operational,
financial, market, and risk measures. TXU Corp. is now a much stronger, more resilient company within reach of its
goal of achieving industry-leading performance and is executing its growth plan. The turnaround drove
performance improvement across virtually every part of the business. as discussed below.
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As previously stated, TXU Corp.’s overall compensation philosophy is to set target base compensation at the
median within the industry. while ensuring alignment between executives and shareholders by putting a high
percentage of total compensation at risk. In particular, the compensation for the CEO and management team was
designed to place a heavy emphasis on at-risk compensation, as is typical at the start of turnaround and restructuring
programs. The compensation received by the executive officers named in the Summary Compensation Table in
2006 and over the past three years during the turnaround reflects this compensation philosophy:

I, TXU Corp. total shareholder returns during the turnaround have been outstanding. From February 20,
2004 to April 15, 2007, TXU Corp.’s total shareholder returns equaled 470%. This compares to a
negative 2% total shareholder return for the ten-year period from the end of 1993 through 2003. This
performance ranks #7 in the S&P 500 and #1 in the S&P 500 Utilities Index. Over this period, TXU
Corp. created an estimated more than $31 billion in shareholder value.”

2. Chief Executive Officer John Wilder’s 2006 compensation, as reported on page 118 in the Summary
Compensation Tabte, equaled $10,014,548. This is in the second quartile of compensation for CEOs in
the S&P 500 Utilities Index and just above median among CEOs of the more than 275 companies in the
S&P 500 Index companies that had filed 2006 compensation information through April 19, 2007.

3. More than 70% of the total beneficially owned shares, trust shares. and deferred shares of CEO John
Wilder (as described in footnote (2) beginning on page 129 and the Beneficial Ownership table on
page 86) were granted in 2004, consistent with the terms of the CEQ’s employment agreement and in
conjunction with the successful execution of the first phase of the restructuring program, which
focused on restructuring international operations and disadvantaged businesses and improving
financial flexibility.

4. Value creation is largely attributable to successful portfolio restructuring and baseload generation. The
majority of the value was created by international businesses restructuring to recover from a more than
$4 billion bankruptcy loss; eliminating more than $10 billion in claims from litigation associated with
the collapse of European operations; restructuring over $14 billion in debt and equity securities; and
improving the underlying value of TXU Corp.’s nuclear and coal generation assets. The estimated
value of TXU Corp.'s retail business has declined in this time period due to market share losses and
high wholesale prices.

5. TXU Corp. has well aligned pay for performance programs. in keeping with sound corporate
governance practices, the Board of Directors has designed stringent pay for performance
guidelines that place more than 85% of the CEO’s compensation at risk. Failure 1o perform would
also result in limited compensation to the other executives named in the Summary Compensation
Table.

6. In turnaround situations senior executive teams generally share in the value creation achieved by TXU
Corp. During the three-year period, cumulative compensation to TXU Corp.’s CEQ and other currently
employed named executive officers was substantially less than 1% of value creation.’

2 From February 20. 2004 through April 15, 2007, TXU delivered a total return to shareholiders of 470% and created an
estimated more than $31 billion of shareholder value. The estimate of more than $31 billion of shareholder value creation
is based on returns (o shareholders in excess of the estimated thresheld annual return of 10%, and takes into account the
value of all net distributions (dividends + share rcpurchases - share issuances) made to shareholders over this time peried.
During this time period, the exceution of the turnaround strategy raised the market capitalization from a starting value of
$8 billion to $30 billion while also providing net distributions of more than 511 billion to TXU's sharcholders. Described
another way, within a three-year tlime period TXU distributed almost 140% of its initial market capitalization, and
increased the total market capitalization by almost four times. n 2007 present value dollars, $17 billion of value (including
share dilution) was created through increasing the value of the underlying equity and an additional $14 billion of value was
created through net distribution of more than $11 billion, for a total value creation estimate of more than $31 billion.

Based on estimated cumulative compensation over the three-year period for the currently employed named exccutive
officers listed in the Summary Compensation Table, including an estimated calculation of 2004 and 2005 compensation
using current SEC rules for compensation disclosurcs (both value creation and compensation estimated on an after-tax
basis). These amounts include compensation for the CEQ that represents less than 2/10ths of one percent of value creation
and compensation for all currently employed named executive officers, including the CEO, of approximately 3/10ths of
one percent of value creation.
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7. Named executive officers have retained shares. The CEQ and the other currently employed named
executive officers strengthened shareholder alignment by retainin g alt their shares of TXU Corp. stock
(other than those sold to offset income taxes and for limited charitable donations and other gifts) during
2004-2006.

8. Merger impacts reflect compensation philosophy. The proposed Merger would create an estimated
$6 billion of incremental value for TXU Corp.’s shareholders at the $69.25 merger price. The
announcement or closing of the Merger will not result in any additional share awards or acceleration
of payments to named executive officers.

The industry-leading returns to shareholders were driven by a structured three-phase turnaround focused initially on
restructuring TXU Corp.’s business portfolio, particularly its international operations and the balance sheet impacts
of the difficulties experienced by these operations, as well as systematic operational improvements in the remaining
core businesses.

Phase | - Rationalize, Restructure, and Restore Financial Health

In the mid-1990s, as deregulation was starting to open up electric power markets across the world, TXU Corp.
expanded its footprint outside of Texas. This included investments outside the electric power business and across
Australia and Europe; in total, more than $8 billion was invested overseas. By 2002, unanticipated market changes
and operational difficulties in the U.K. market resulted in TXU Corp.’s European operations declaring bankruptcy.
Inlarge part due to the difficulties in its overseas operations, in 2002 TXU Corp. experienced an 80% decline in its
share price in less than two months and cut its dividend by nearly 80%. To manage the liquidity needs of the parent
company during this period. TXU Corp. also issued a series of new equity. debt and hybrid instruments, including
$750 million of Exchangeable Preferred Membership Interests (EPMIs) that had 1 9% coupon and the ability to be
exchanged for common stock ultimately totaling more than 114 million shares (split-adjusted) at an equity price of
$6.562 1/share (split-adjusted). .

The new management team assembled by Mr. Wilder and the Board of Directors in 2004 recognized the
importance of restructuring the business portfolio and balance sheet and driving & broad-based performance
improvement program in order to improve the resiliency of the business and maximize value for shareholders. After
examining and valuing each business, the team reshaped the business portfolio to focus on three core Texas
electricity businesses. The associated restructuring of the business portfolio involved settling domestic and
international litigation associated with the demise of the European business (with cumulative claims in excess
of $10 billion), selling the Australia business, and divesting non-core U.S. businesses, including TXU Gas and TXU
Fuel. The sales generated proceeds of over $6.5 billion (including cash and assumed debt). The balance sheet was
also restructured, involving more than $14 billion in cash and assumed debt including the impact of business sales;
the proceeds were used to restructure debt, streamline the balance sheet, reduce diluted shares of common stock
outstanding, pay dividends, and invest in the core businesses. Relatively expensive securities like the EPMIs were
retired, such that the ongoing impact of business improvements and value creation in the core set of businesses will
be realized by residual shareholders,

Developing top-flight leadership and transforming the management team began in Phase | and continues
today. A new leadership team was formed, through both internal promotions and de-layering us well as external
hires: over 46% of the officers employed by TXU Corp. at the end of 2003 had departed by the end of 2004. An
important part of the turnaround program involves a multiyear effort to drive a strategic talent management plan
across TXU Corp. that is tightly aligned with the business strategy.

By the end of 2005. the results of Phase 1 were evident. TXU Corp. was in the top decile of the industry in
growth in operational earnings per share, and returns en invested capital. Operating cash flow was top quartile, as
were interest coverage, debt to EBITDA, and debt to enterprise value. Cumulative total shareholder returns, the
most comprehensive measure of risk/return performance, dramatically exceeded that of the market indices and
TXU Corp.’s previous performance. TXU Corp.’s solid performance has continued relative to 2003. Through year-
end 2006, market capitalization has grown by 224%.
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Operational earnings is a non-GAAP metric consisting of net income available to common shareholders
adjusted for special items and income or losses that are not reflective of continuing operations (such as discontinued
operations, extraordinary items and cumulative effect of changes in accounting principles). Beginning in the fourth
quarter of 2006, TXU Corp. has adjusted operational earnings for all periods to exclude all effects of recording
unrealized gains and losses from cash flow hedge ineffectiveness and other mark-to-market valuations of positions
in the long-term hedging program because management believes such presentation will more appropriately reflect
the ongoing earnings of the business. TXU Corp. relies on operational earnings for evaluation of performance and
believes that analysis of the business by external users is enhanced by visibility to both reported GAAP eamings and
operational earnings. EBITDA is a non-GAAP measure of income from continuing operations before interest
income, interest expense and related charges, and income tax plus depreciation and amortization and special items.

Phase 2 - Strengthen the Core and Drive Performance Improvement

Phase 2, launched in mid-2004, drove a rigorous performance improvement program throughout the company.
This phase was essentially complete by the end of 2005, a year ahead of schedule. It fell into three broad categories:
operational excellence, market leadership, and performance management.

Operational Excellence: The centerpiece of Phase 2 is an ongoing strategic initiative called the TXU
Operating System. The first systematic application of lean manufacturing concepts to the power industry, the TXU
Operating System began driving continuous improvement initially across TXU Corp.’s power generation business
(Luminant Power), with the objective of improving operations by eliminating waste and perfecting work processes.
Results were immediate. In 2004, TXU Corp.’s 5,837-megawatt lignite coal and 2,300-megawatt nuclear power
generation fleets set generation records. They achieved record-breaking production again in 2005. In 2006, the
company’s power generation business again set records with its baseload plants — its nuclear and lignite plants
achieving the highest annual generation in fleet history, an 8% improvement versus 2003. Increased investment is an
important element of the prograim; relative to 2002-2003, average capital expenditures for the solid fuel generation
plants increased more than 70% for 2004-2006. TXU Corp.'s nuclear plant had its best year in 2006, with record
production and cost management and the safe completion of a refueling outage in record time. TXU Corp.’s coal
fleet is now producing at a capacity factor that is more than 8% above the top-decile capacity factor for U.S. coal-
fueled generation plants, and it is on a trajectory to achieve top-quartile cost management. TXU Corp.’s nuclear
plant is also performing at top decile levels. The continuous cost and performance improvements from the TXU
Operating System are allowing TXU Corp. 10 drive the long-term high-performance trends seen in other
competitive heavy industries.

Market Leadership: Phase 2 also included performance improvements 1o build a reputation for market
leadership in customer service, satisfaction, and products. Attacking unacceptably poor customer service was the
first order of business. In 2003, call answer times in TXU Corp.’s call centers averaged 268 seconds and sometimes
reached almost five minutes. By summer 2004, the centers were answering calls in 15 seconds or less, a world-class
standard. By 2006, they averaged 11 seconds. Customer time in the integrated voice recognition system, which
automates the handling of customer calls, also dropped 32% by the end of 2004. Today, it is 35% below 2003 levels,
and customer satisfaction has continued to climb. TXU Corp., through its retail operations (Competitive Holdings),
is also the market leader in providing ifs retail electricity customers the most competitive prices, abundant choice
offerings, and best-in-class assistance for low-income customers. Throughout 2004, 2005, and 2006, Competitive
Holdings™ price-to-beat rate was consistently the lowest among the three large incumbent retailers (Competitive
Holdings, Reliant, and Direct Energy). In addition, in 2006 and early 2007 Competitive Holdings consistently
offered customers the broadest set of plans of any retailer in the market; for example, in March of this year
Competitive Holdings had 8 of the 1] lowest-priced alternative products offered by incumbents to residential
customers in their home service territory. As part of the turnaround, TXU Corp. also pledged a fourfold increase in
tfunding TXU Energy Aid, which helps customers in financial difficulty pay their energy bills, setting aside
$15 million over three years. Since its inception in 1983, TXU Energy Aid has assisted over 300,000 customers pay
their bills including nearty 75.000 customers since the 2004 pledge. In addition, Competitive Holdings is the only
retailer that has consistently provided a 10% discount for low-income customers since state funding for the discount
was redirected by the Texas Legislature in 2005.
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Performance Management: Creating a systematic performance management system has been a critical
enabler of operational excellence and market leadership and the success of the overall restructuring plan. As part of
this program, TXU Corp. instituted a series of monthly performance reviews with each business and commercial
area; these reviews go through a series of customer service, operations, and financial metrics 10 understand how the
business is performing relative to plan and relative to the fundamental drivers of business results, Comparisons
versus benchmarks and the assessment of results relative to top guartile and top decile standards are integral parts of
this discussion. Human performance leadership is also a vital element to the performance management program,
including recruiting, compensation. and development initiatives geared toward establishing top-tier capabilities
across TXU Corp. Over 46% of the officers who were partt of TXU Corp. at the beginning of the turnaround are no
longer with TXU Corp. Thirty-six leaders are new to their positions, bringing enthusiasm and a fresh approach; 16
new officers have been recruited from outside TXU Corp. to head up critical areas such as strategy. retail sales,
generation development and construction. legal, operations, and human resources. TXU Corp. also launched an
aggressive campus recruiling program in 2006, to hire and then develop TXU Corp.’s future leaders. In addition to
shifting the mix of executive compensation to at-risk pay, TXU Corp. implemented a significant performance-based
element (o its annual incentive program in 2003, applicable to both senior managers and employees throughout
TXU Corp. Finally, as part of an enhanced approach to development, TXU Corp.’s top 100 leaders are being
evaluated and developed using a 360-degree assessment tool against a TXU Corp.-specific competency model. In
addition, to increase TXU Corp.’s pool of future leaders, a high-potential program has been implemented with
individually designed development plans designed to prepare participants for executive-level roles.

The three-phase restructuring plan drove performance improvement across virtually every part of the business.
Highlights include the following elements and the performance data listed in the table below:

1. TXU Corp. has dramatically improved employee safety for all key safety indicators, reaching or
moving close to top decile in safety across the board.

2. Cumulative total return to shareholders during the turnaround equals 371% from February 20, 2004
through December 31, 2006 and 470% through April 15. 2007, compared with minus (37)% during the
three years prior to the turnaround. During the turnaround, TXU Corp. shareholder returns rank #7 in
the S&P 500 and #1 in the S&P 500 Utilities Index.

3. Operational earnings per share have increased 450%. (See description of operational earnings per
share on page 108.)

4. Luminant Power's baseload (coal and nuclear-fucled) power plants have achieved record production
levels each year. with lignite generation improving more than 6% and nuclear generation rising almost
12%.

5. Competitive Holdings has achieved world-class customer service, with call-answer times in its phone

centers dropping more than 95% to an average of just 11 seconds,

6. Capital investment increased by more than 60% for 2004-2006 compared with the 2001-2003 period.
The majority of these investments were in Luminant Power and Oncor, focused on improving the
productivity and performance of those assets to meet the goal of providing more reliable electricity for
customers,

7. Competitive Holdings is now the retail market leader with innovative service plans that give customers
unprecedented choice to pick a plan that fits their needs.

8. Oncor is transforming its power distribution network into the nation’s first broadband-enabled smart
grid to propel customer service and reliability into the 21st century.
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TXU Corp. and Subsidiaries Performance Scorecard for 2006; 2003-2006; Mixed Measures

Percent
Performance Metric Measure 2003 2006 | Improvement
QOperational excellence
Lignite generation gigawatt-hours 41,311 43,837 6%
Nuclear generation gigawati-hours 17,717 19,795 12%
SAIDIY minutes 74.2 79.1 (M%
Safety' rate 0.26 0.10 62%
Total operating costs and SG&A expense’”’ $ millions 2,773 2,192 21%
Market leadership
Call answer time seconds 268 11 96%
PUC complaints # thousands 54 2.7 50%
Retail bad-debt expense/retail revenue percent 1.8 1.0 44%
Risk/return mindset'
Total shareholder value created § billions n/a 31 nfa
Total sharcholder return (3-year) percent (40 470 nfa
Performance management
Variance between top performer vs. low performer
bonus variance % +/-20 0/200 nfa
Average layers of management number 8 6 25%

{1) System Average Interruption Duration Index: the number of minutes an average customer’s power is out during
a year.

(2) Based on Lost Time Incident Rate: the number of injuries requiring time away from the job per
200,000 employee hours worked.

(3) 2003 includes $477 million related to discontinued operations.

(4) 2006 value and total shareholder return are for the turnaround period of February 20, 2004 to April 15, 2007,
Total shareholder value created consists of capital appreciation, accumulated dividends, and net share
repurchases for that period.

Phase 3 — Allocate Capital and Grow

Phase 3 focused in 2004 on refining the capital allocation philosophy and exploring value-creating growth
opportunities, including new generation development to meet expanding customer demand in Texas and
investments to improve reliability, efficiency and service in the transmission and distribution network. This
phase included the announcement of the February 25, 2007 Merger Agreement among TXU Corp., Texas Future
Holdings Limited Partnership and Texas Energy Future Merger Sub Corp.

Cumulatively over the three-year period, the revamped capital-deployment program has returned more than
$11 billion through dividends and net repurchases of common stock and securities linked to and convertible into
common stock. Between February 2004 and the end of 2006, TXU Corp.’s stock price increased from
approximately $12.50/share (split adjusted) to $54.21/share. Management believes that over 90% of the value
increase is attributable to the restructuring of the company's international operations, business portfolio and balance
sheet as part of the turnaround program, as well as the increased value of the wholesale power generation business.
During this time period, management believes that the value of the retail business has not improved, given retail
market share losses and the significant rise in wholesale power prices. For example, since the beginning of 2004,
residential retail market share in TXU Corp.’s home service territory fell from 86% to 65%.

As described above, the compensation levels for the executive officers named in the Summary Compensation
Table were structured to reflect industry median levels for base pay while creating strong alignmenti with
shareholders by sharing in incremental value creation. Given the strong performance of the company over the
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past three years, management compensation has been well in excess of target levels during the turnaround, driven by
strong operating, financial, and total shareholder return performance.

Individual Compensation

Individual executive compensation reflects TXU Corp.’s performance both in 2006 and since the inception of
its restructuring plan in early 2004. Beginning in June 2005, it has been the policy of TXU Corp. to employ its
executives on an “‘at will” basis. Accordingly, executives hired after June 1, 2005, do not have employment
agreements. TXU Corp. will honor all existing employment agreements until expiration. Currently, Messrs, Wilder,
Campbell, and Poole are the only executive officers named in the Summary Compensation Table that have
employment agreements. Their employment agreements are described below.

. CEQ Compensation

In February 2004, following a challenging and turbulent year caused by a destabilizing financial crisis, the
Board of Directors went through an extensive and exhaustive CEQ search and hired C. John Wilder as CEO of TXU
Corp. Over the next 90 days, he and his team developed a three-phase strategic restructuring plan that would unlock
shareholder value, build financial flexibility, strip unprofitable operations, provide top customer service and begin
the transformation of TXU Corp. from a regulated untility to a commercial enterprise, capable of competing with the
best industrial businesses. They have executed this plan and have delivered strong performance, as outlined above.

TXU Corp. entered into an employment agreement with Mr. Wilder effective February 23, 2004. The
agreement was amended effective June 20, 2005. The agreement provides for Mr. Wilder’s service as TXU Corp.’s
President and Chief Executive Officer during a five-year term, which is automatically extended for successive one-
year periods uniess terminated by TXU Corp. or Mr. Wilder. As contemplated in the agreement, Mr. Wilder was
elected as Chairman of the Board of Diirectors in May 2005. The agreement provides that, during the initial five-year
term, Mr. Wilder will be entitled to the terms outlined below:

1. A minimum annual base salary of $1,250,000.
2. Target annual bonuses under the Executive Annual Incentive Plan of 200% of his base salary.
3. Two initial awards, under the Long-Term Incentive Compensation Plan, of performance-based

restricied stock. Each award was for 300,000 shares, one with a two-year performance peried and
the other with a three-year performance pericd. On the last trading day prior to the announcement of
Mr. Wilder’s hiring, TXU Corp.’s share price closed at $12.42 per share, and each 300,000 share award
at time of grant had an estimated fair market value, using a SFAS 123R valuation, of $1,598,000 for the
two-year award and $1,304,000 for the three-year award.

4, Annual performance-based long-term incentive awards through 2007 and each year that the agreement
is extended, under the Omnibus Plan, each having a target payout of 300,000 shares.

The Organization and Compensation Committee and the Board of Directors unanimous!y approved the terms
and conditions of the employment agreement after consideration of Mr. Wilder's qualifications and experience, his
previous compensation levels, foregone awards and other compensation at his prior employer, and the compelitive
marketplace for executive talent at comparable energy companies.

The following is a summary of Mr. Wilder’s individual compensation for 2006.

Base Salary: In 2006, Mr. Wilder's base salary was $1,250,000; this amount has not changed since he was
hired in February 2004.

Annual Incentive: In accordance with his employment agreement, Mr. Wilder’s target annual incentive is
200% of base salary. While TXU Corp. delivered record earnings per share and operating cash flow results in 2006,
the company fell short of its incentive funding metrics relative to challenging intemal goals approved by the
Organization and Compensation Committee. See 2006 Executive Annual Incentive Plan Performance Metrics and
Funding” on page 101 forincentive plan funding. As a result, based on his target of 200% and TXU Corp.’s financial
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performance relative to the performance objectives, Mr. Wilder was awarded a bonus of $1,625,000, or
approximately 65% of his target bonus of $2,500,000.

Long Term Equity Incentive: The Long-Term Incentive Compensation Plan was superseded and replaced by
the Omnibus Plan for all long-term incentive awards issued in 2006. In accordance with his employment agreement,
Mr. Wilder was awarded 300,000 performance units in 2006. At the time Mr, Wilder's employment agreement was
signed and this grant level was set, the equivalent estimated fair market value of these awards, using a SFAS 123R
valuation methodology, was $3,734,000.

Compensation of Other Named Executive Officers
David A. Campbell

TXU Corp. entered into an employment agreement with Mr. Campbeil effective May 14, 2004. The agreement
provides for Mr. Campbell’s service as TXU Corp.’s Executive Vice President of Corporate Planning, Strategy and
Risk during a five-year term, which term is automatically extended for successive one-year periods unless
terminated by TXU Corp. or Mr. Campbell. The agreement provides that, during the five-year term,
Mr. Campbell will be entitled to the terms outlined below:

l. A minimum annual base salary of $325,000.
2. Target annual bonuses under the Executive Annual Incentive Plan of 50% of his base salary.
3. Annual performance-based long-term incentive awards, with the long-term incentive award for 2004

having a target of 80,000 shares of Common Stock, and awards in subsequent years each having a
target of no less than 40,000 shares of Common Stock. Mr. Campbell’s initial award of 80,000 shares
in 2004 and his subsequent awards reflect his long-term incentive compensation for each year as well
as compensation for foregone earnings potential with his prior employer. Mr. Campbell joined TXU
Corp. from McKinsey & Company, one of the world’s preeminent strategy consulting firms, where
Mr. Campbell was employed as a Principal (partner). At the time the employment agreement was
signed, TXU Corp.’s share price traded at $17.56 per share, and the 80,000 share award at time of grant
had an estimated fair market value, using a SFAS 123R valuation methodology, of $492,000.
Mr. Campbell received the long-term incentive award commitment in recognition of his higher
cash compensation at McKinsey & Company and as an incentive to join TXU Corp.

The following is a summary of Mr. Campbell’s individual compensation for 2006:

Base Salary: In 2006, Mr. Campbell’s base salary was $382,000; this amount has not changed since October
2004, when his salary was adjusted to its current level in recognition of increased responsibilities.

Annual Incentive: Mr. Campbell’s target annual incentive was changed from 50% to 60% in 2005 to align his
target with market levels and with his peers within TXU Corp. In 2006, as a result of TXU Corp.’s resuits as
previously discussed, as well as Mr. Campbell’s individual performance, he was awarded a bonus of $230,000.

Long Term Equity Incentive: In accordance with his employment agreement, Mr. Campbell was awarded
40,000 performance units in 2006 under the Omnibus Plan. At the time Mr. Campbell’s employment agreement was
signed and this share grant level was set, the equivalent estimated fair market value of this award, using a SFAS 123R
valuation methodology, was $623,000.

M. S. Greene

On June 30, 2006, the employment agreement between Mr. Greene (Chairman and Chief Executive Luminant
Power) and TXU Corp. expired. Consistent with company policy, as of July {, 2006, Mr. Greene has been employed
as Chairman and Chief Executive of Luminant Power on an at-will basis, and a new employment agreement will not
be signed. Mr. Greene is eligible to participate in all compensation plans of TXU Corp. in which similarly situated
executives are eligible to participate.
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The following is a summary of Mr. Greene’s individual compensation for 2006:

Base Salary: In 2006, Mr. Greene’s base salary was $507,000; this amount has not changed since October
2004.

Annual Incentive: Mr. Greene received a bonus for 2006 of $220,000, reflecting the performance of TXU
Corp., Luminant Power (the business unit he leads) and his individual performance.

Long Term Equity Incentive: Based on Towers Perrin’s data on market long-term incentives, as welt as an
assessment of the total outstanding value of Mr. Greene's unvested long-term incentive awards, Mr. Greene was
awarded 13,100 performance units in 2606 under the Omnibus Plan.

T. L. Baker

On February 28, 2006, the employment agreement between Mr. Baker and TXU Corp. expired. Since March 1,
2006, Mr. Baker has been employed on an at-will basis, and a new employment agreement will not be signed.
Mr. Baker is eligible to participate in all compensation plans of TXU Corp. in which similarly situated executives
are eligible to participate.

During 2006, Mr. Baker served as Chairman of the Board, President and Chief Executive of Oncor. Since
April 17,2007 he has served as Vice Chairman of TXU Corp. The following is a summary of Mr. Baker’s individual
compensation for 2006:

Base Salary: In 2006, Mr. Baker’s base salary was $632.000; this amount has not changed since October 2004,

Annual Incentive: Mr. Baker received a bonus for 2006 of $130,000, reflecting the performance of TXU
Corp., Oncor (the business unit he led during 2006} and his individual performance.

Long Term Equity Incentive: Based on Towers Perrin’s data on market long-term incentives, as well as an
assessment of the total outstanding value of Mr. Baker's unvested long-term incentive awards, Mr. Baker was
awarded 10,500 performance units in 2006 under the Omnibus Plan.

David P. Poole

TXU Corp. entered into an employment agreement with Mr. Poole effective May 1, 2004. The agreement
provides for Mr. Poole’s service as TXU Corp.’s Vice President and Associate General Counsel during a five-year
term, which term is automatically extended for successive one-year periods unless terminated by TXU Corp. or
Mr. Poole. The agreement provides that, during the five-year term, Mr. Poole will be entitled to the terms outlined
below:

1. A minimum annual base salary of $300,000.
2. Target annual bonuses under the Executive Annual Incentive Plan of 50% of his base salary.

3 Annual performance-based long-term incentive awards, with the long-term incentive awards for 2004
having a target value of 40,000 shares of Common Stock, and long-term incentive awards in
subsequent years each having a target value of 30,000 shares of Common Stock. Mr. Poole’s
initial award of 40,000 shares in 2004 and a significant portion of subsequent awards reflect his
long-term incentive compensation for each year as well as compensation for foregone earnings
potential with his prior employer. Mr. Poole joined TXU Corp. from Hunton & Williams, a leading
U.S. law firm, where Mr. Poole previously served as Managing Partner of the Dalias office. At the time
the employment agreement was signed, TXU Corp.’s shares traded at $17.07 per share, and the
40,000 share award at time of grant had an estimated fair market value. using a SFAS 123R valuation
methodology, of $239,000. Mr. Poole received the long-term incentive award commitment to offset
(on a performance-linked basis) the higher cash compensation he was leaving at Hunton & Williams to
join TXU Corp.

Mr. Poole was named Executive Vice President and General Counsel in March 2006. The following is a
summary of Mr. Poole’s individual compensation for 2006.
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Base Salary: In 2006, Mr. Poole’s base salary was $307,000; this amount has not changed since October 2004
when his salary was adjusted to its current level.

Annual Incentive: Mr. Poole’s target annual incentive was changed from 50% to 60% of base salary in 2006 as
a result of his promotion to Executive Vice President and General Counsel to align his target incentive with market
levels for his new role and with his peers within TXU Corp. In 2006, as a result of TXU Corp.’s results, as previously
discussed, as well as Mr. Poole’s individual performance, he was awarded a bonus of $120,000.

Long Term Equity Incentive: In accordance with his employment agreement, Mr. Poole was awarded 30,000
performance units in 2006 under the Omnibus Plan. At the time Mr. Poole’s employment agreement was signed and
this share grant level was set, the equivalent estimated fair market value of this award, using a SFAS 123R valuation
methodology, was $460,000.

Kirk R. Oliver

Mr. Oliver left TXU Corp. on March 24, 2006. The following is a summary of Mr. Oliver’s individual
compensation for 2006,

Base Salary: In 2006, Mr. Oliver’s base salary was $126,750, which reflects a prorated payment of his annual
salary of $507,000 through his departure date.

Annual Incentive: Mr. Oliver did not receive a bonus for 2006.

Long Term Incentive: Due to his departure from TXU Corp., Mr. Oliver was not awarded performance units
in 2006.

Severance Payments: Mr. Oliver was paid approximately $11.4 million in separation payments. The
separation payments consisted primarily of cash payments in licu of previously outstanding long-term
incentive compensation awards as well as severance benefits to which he was entitled under the terms of his
employment agreement. In addition, Mr. Oliver has agreed to a two-year consulting arrangement with TXU Corp. at
a monthly fee of $8,500 to assist TXU Corp. with the closure of certain business matters.

Eric H. Peterson

Mr. Peterson left TXU Corp. on April 2, 2006. The following is a summary of Mr. Peterson’s individual
compensation for 2006.

Base Salary: In 2006, Mr. Peterson’s base salary was $136,352, which reflects a prorated payment of his
annual salary of $507,000 through his departure date.

Annual Incentive: Mr. Peterson did not receive a bonus for 2006.

Long-Term Incentive: Due to his departure from TXU Corp., Mr. Peterson was not awarded performance
units in 2006.

Severance Payments: Mr. Peterson was paid approximately $1.1 million in severance. In addition,
M. Peterson has agreed to a one-year consulting arrangement with TXU Corp. at a monthly fee of $25,333 10
assist TXU Corp. with the closure of certain business matters.

Stock Ownership & Retention Requiremenis

In 2004, TXU Corp. instituted a stock ownership policy for each of the executive officers named in the
Summary Compensation Table and its other executives and top management. The stock ownership policy consists
of two components: ‘

1. A requirement to hold a minimum level of stock and;
2. A restriction on the sale of incentive awards distributed in stock.
Under the ownership policy, TXU Corp.’s executives and top management are required to hold a significant

minimum level of TXU Corp. stock. Current policy requires the CEO to hold TXU Corp. stock valued at least five
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times his annual salary and requires the other executive officers named in the Summary Compensation Table to hold
at least three times their respective annual salaries. Executives have a period of five calendar years to become
compliant with the policy, starting with the later of the adoption date of the guidelines (December 16, 2004) or the
date that the person is appointed to an affected position. If the executive is not compliant at the measurement date,
the executive will be notified of their status by the CEO or general counsel. Until the executive is in compliance, he
or she must retain 100% (on an after tax basis) of any long-term incentive award that is settled in TXU Corp. stock.

Although the stock ownership policy does not require measurement of progress against the ownership
requirements until 2009, currently the CEQ and two executive officers named in the Summary Compensation Table
meet the minimum holding requirements. The other two executive officers named in the Summary Compensation
Table are making appropriate headway toward the minimum holding requirement.

The TXU Corp. policy also significantly limits the sale by executive officers of certain incentive awards
distributed in TXU Corp. stock. Under the policy, in 2005 and 2006, the executive officers named in the Summary
Compensation Table have been required to retain all long-term incentive awards vested in 2005 and beyond, other
than for tax purposes or for limited charitable contributions.

Based on an analysis by Towers Perrin, TXU Corp.’s stock ownership policy is more demanding, in mandating
both an ownership level and retention requirements, than the stock ownership policies of its peers. The purposes of
the stock ownership policy are to ensure that TXU Corp.’s executives are focused on sustained long-term
performance and to align them with shareholders. TXU Corp.’s stock ownership policy is reviewed annually to
ensure it remains competitive and ts accomplishing its intended purpose of aligning the executives’ interests with
those of shareholders.

Contingent Payments

Change in Control Policy S

TXU Corp. maintains a Change in Control Policy for eligible executives of TXU Corp. and its subsidiaries.
The purpose of TXU Corp.’s Change in Control Policy is to provide the payment of transition benefits to eligible
executives of TXU Corp. and its subsidiaries if:

1. Their employment with TXU Corp. or a successor is terminated within 24 months following a change
of control of TXU Corp.; and

2, They:
a. are terminated without cause, or
b. - resign for good reason due to a reduction in salary or a material reduction in the aggregate level

or value of benefits for which they are eligible.

TXU Corp. believes these payments, to be triggered upon meeting the criteria above, provide incentive for
executives to fully consider potential changes that are in the best interest of TXU Corp. and its shareholders, even if
such changes would result in the executives’ termination or transition from TXU Corp. The terms “change of
control,” “without cause” and “good reason” are defined in the Change in Control Policy which is an exhibit to TXU
Corp.’s Form 8-K filed May 23, 2005.

TXU Corp. believes it is important to have a competitive Change in Control Policy to attract and retain the
caliber of executives that its business requires, especially since TXU Corp. no fonger expects to enter into new
employment agreements. TXU Corp. also believes that the policy will allow its executives to more easily consider
transactions that may be in TXU Corp.’s best interest, but which may change the composition of TXU Corp.’s
executive team,

Executives that participate in the Change in Control Policy will be eligible to receive:

1. A one-time lump sum cash severance payment in an amount equal to two times the sum of the
executive’s (a) annualized base salary and (b) annual target incentive award for the year of termination
or resignation;
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2. Continued eligibility for distribution of already granted LTIP awards at maturity; however any such
distribution will be prorated for the period of employment during the relevant performance or
festriction period prior to termination;

3. Continued coverage under TXU Corp.’s health care benefit plans for two years;

4. Outplacement assistance at TXU Corp.’s expense for 18 months;

5. Any vested, accrued benefits to which the executive is entitled under TXU Corp.’s employee benefits
plans; and

6. If any of the severance benefits described in the Change in Control Policy shall result in an excise tax

pursuant to Code Sections 280G or 4999 of the Internal Revenue Code, payable by the executive, a tax
gross-up payment to cover such additional taxes, but subject to a cut back to the Section 280G limit if
the severance benefits are less than 110% of such limit.

Severance Plan

TXU Corp. maintains a Severance Plan to provide certain benefits to eligible executives. The purpose of TXU
Corp.’s Severance Plan is to provide benefits to eligible executives of TXU Corp. and its subsidiaries who are not
eligible for severance pursuant to another plan or agreement {including an employment agreement) and whose
employment is involuntarily terminated for reasons other than:

1. Cause (as defined in the Severance Plan);
2. The employee’s participation in TXU Corp.’s long-term disability plan; or
3. A transaction involving TXU Corp. or any of its affiliates in which the employee is offered

employment with a company involved in, or related to, the transaction.

TXU Corp. believes it is important to have a Severance Plan in place to attract and retain the caliber of
executives that its business requires, in particular since TXU Corp. expects to no longer enter into new employment
agreements. The Severance Pian is an exhibit to TXU Corp.’s Form 8-K filed May 23, 2005.

Executives that participate in the Severance Plan will be eligible to receive:

1. A one-time lump sum cash severance payment in an amount equa! 1o the sum of (a) two times the
executive’s annualized base salary and (b) a prorated portion of the executive’s annual target incentive
award for the year of termination;

2. Continued coverage under TXU Corp.’s health care benefit plans for two years;

3. Outplacement assistance at TXU Corp.’s expense for |8 months; and

4. Any vested, accrued benefits to which the executive is entitled under TXU Corp.s employee benefits
plans.

TXU Corp. has entered into an employment agreement with each of Messrs. Wilder, Campbell and Poole. The
terms of the employment agreements supersede the Change in Control Policy and the Severance Plan discussed
above, and generally provide that certain payments and benefits will be paid upon the expiration or termination of
the agreement under various circumstances, including a termination without cause or resignation for good reason,
and a termination of employment within a fixed period of time following a change in control. More information on
each of the employment agreements can be found in the narrative to the Potential Payments upon Termination or
Change in Control tables beginning on page 131.

Accounting and Tax Considerations
Accounting Considerations

Upon maturity, awards under TXU Corp.’s Long-Term Incentive Compensation Plan and Omnibus Plan are
distributed in the form of shares of TXU Corp. stock. Under current accounting rules, specifically SFAS 123(R), the
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total amount of compensation expense to be recorded for this type of award is based on the fair value of the award on
the grant date. This fair value is then recorded ratably as expense over the vesting period, which is usually three
years, with an offsetting increase in paid-in capital. The amount of compensation expense is not subsequently
adjusted for changes in the TXY Corp. share price, for the actual number of shares distributed, or for any other
factors except for true-ups related to estimated forfeitures compared to actual forfeitures.

Income Tax Considerations

Section 162(m) of the Internal Revenue Code limits the tax deductibility by a publicly held company of
compensation in excess of $1 million paid to the CEO or any other of its four most highly compensated executives,
unless that compensation is “performance-based compensation” as defined by the Internal Revenue Code. TXU
Corp. believes that the awards under its Annual Incentive Plan, Long-Term Incentive Compensation Plan, and
Omnibus Plan qualify as performance-based compensation and are not subject to any deductibility limitations under
Code Section 162(m). In addition, under the Deferred and Incentive Compensation Plan and the Salary Deferral
Program, maturing amounts are required to be deferred until the time when they would be deductible.

TXU Corp. considers deductibility in the design and administration of its other executive compensation plans
and programs. However, TXU Corp. believes that it is in its best interest to retain flexibility and discretion to make
compensation awards, whether or not deductible, when such awards are consistent with the strategic goals of TXU
Corp.

Mr. Wilder’s base pay is above the $1 million threshold provided in Section 162{m). As a result, the portion of
his salary above $1 million and any other amounts paid or the value of perquisites provided to him that do not
qualify as performance-based compensation are not deductible by TXU Corp.

The Internal Revenue Code also limits the tax deductibility by corporations of amounts paid to certain persons
that are treated as excess parachute payments under Code Section 280G. Excess parachute payments are also
subject to an excise tax payable by the recipient of such payments. Excess parachute payments could arise with
regard to payments made to executives in connection with a transaction that gives rise to a change in the ownership
or effective control of TXU Corp. or in the ownership of a substantial portion of its assets. For example, the tax
gross-up payments provided to executives in connection with a change in control of TXU Corp. as described in more
detail on pages 139, 140 and 141 would be an excess parachute payment and would not be deductible by TXU
Corp., nor would any of the underlying excess parachute payments that gave rise to the excise tax be deductible by
TXU Corp.

The information contained herein under the heading “Organization and Compensation Committee Report” is
not to be deemed to be “soliciting material” or “filed” with the SEC within the meaning of Item 402(a)(9) of SEC
Regulation S-K.

Organization and Compensation Committee Report

The Organization and Compensation Commitice has reviewed and discussed with management the
Compensation Discussion and Analysis set forth in this proxy statement. Based on this review and discussions,
the committee recommended to the Board of Directors that the Compensation Discussion and Analysis be included
in this proxy statement.

Organization and Compensation Committee
J. E. Oesterreicher, Chair _ Leldon E. Echols

Kemey Laday Gerardo [. Lopez
Leonard H. Roberts
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The following table provides information, for the fiscal year ended December 31, 2006, regarding the
aggregate compensation paid to TXU Corp.’s named executive officers.

Summary Compensation Table - 2006

Change in
Pension
Value and
Non- Non-
Equity qualified
Incentive Deferred
Plan Compen- All Other
Stock Compen- sation  Compen-

Name and Awards sation Earnings sation Total
Principal Position Year Salary ($) " ($)? () ($)@ ®)

C. John Wilder

Chairman, President and

CEQOof TXUCorp. ........... 2006 1,250,000 6,390,038 1,625,000 185,454 564,056 10,014,548

David A. Campbell

Executive Vice President

and Chief Financial Officer of

TXUCorp. . vveeeiaannns 2006 382,000 1,311,787 230,000 30,639 53,682 2,008,108

M. S. Greene

Chairman of the Board of

Directors and Chief

Executive of Luminant Power . ... 2006 507,000 1,145979 220,000 1,222,893 229765 3,325,637

T. L. Baker
Vice Chairman of the
COmMPAny ... .vvvvvrennnnnns 2006 632,000 459986 130,000 580,050 302,169 2,104,205

David P. Poole

Executive Vice President

and General Counsel

of TXUCorp., ............... 2006 307,000 841,275 120,000 22,696 43082 1,334,053

Kirk R. Oliver

Former Executive Vice

President and Chief Financial '

Officer of TXU Corp. ......... 2006 126,750 - - 43,482 11,503,758 11,673,990

Eric H. Peterson

Former Executive Vice

President and General

Counsel of TXU Corp. ......... 2006 136,352 - - 7.530 1,424,682 1,568,564

(1) The amounts reported as “Stock Awards” represent the compensation expense recognized over the vesting
period in accordance with SFAS 123(R) for the restricted stock and/or performance units awarded under the
Long-Term Incentive Compensation Plan and the 2005 Omnibus Incentive Plan from 2003-2006. The Long-
Term Incentive Compensation Plan and Omnibus Plan are comprehensive, stock-based incentive compensation
plans providing for common stock-based awards to designated employees and non-employee directors. The
reported amount includes the applicable 2006 compensation cost for stock or performance units awarded in
2003, 2004, 2005 and 2006. Assumptions made in valuing these awards are discussed in the “Management’s
Discussion and Analysis” section of TXU Corp.’s Annual Report on Form 10-K for the year ended
December 31, 2006.




(2)

(3

4

The awards to Messrs. Wilder, Campbell and Poole reflect the terms of individual employment agreements.
Under the terms of their employment agreements, Messts. Wilder, Campbell and Poole are entitled to annual
awards of 300,000, 40,000 and 30,000 shares, respectively.

The material terms of the 2006 awards made under the Omnibus Plan are described in the narrative that follows
the Grants of Plan-Based Awards table on pages 122 and 123.

Amounts reported as “Non-Equity Incentive Plan Compensation™ were earned by the executive in 2006 and
relate to 2006 awards pursuant to the Executive Annual Incentive Plan. Those awards were paid to the executive
in 2007 as described under “Individual Compensation™ in the “Performance and Individual Compensation”
section beginning on page 105. Under the terms of the Executive Annual Incentive Plan, the Organization and
Compensation Committee establishes performance goals, including earnings per share and operating cash flow
of TXU Corp., which must be met before awards under the plan are paid. Based on the level of attainment of
these performance goals, an aggregate plan funding percentage amount for all participants is determined. The
plan funding percentage is then multiplied by the executive’s target incentive award, which is computed as 2
percentage of annualized base salary. The plan funding percentage for 2006 was 65%, based on TXU Corp.’s
earnings per share and cash flow performance against established targets. Based on the executive’s
performance, an individual performance modifier is applied to the calculated award to determine the final
incentive payment. The individual performance modifier is based on the CEO’s and the Organization and
Compensation Committee’s review and evaluation of the executive’s performance. The individual performance
modifier can range from an outstanding rating (200%) to an unacceptable rating (0%). The material terms of the
2006 awards made under the Executive Annual Incentive Plan are described in the narrative that follows the
Grants of Plan-Based Awards table on pages 122 and 123.

Amounts reported under “Change in Pension Value” and “Nonqualified Deferred Compensation Earnings™
include the aggregate increase in actuarial value of TXU Corp.’s Retirement Plan and its Supplemental
Retirement Plan. TXU Corp. and its participating subsidiaries maintain the Retirement Plan, which is qualified
under applicable provisions of the Internal Revenue Code and covered by ERISA. The Retirement Plan
contains both a traditional defined benefit component and a cash balance component. Messrs, Greene, Baker
and Oliver are covered under the traditional defined benefit component and Messrs. Wilder, Campbell, Poole
and Peterson are covered under the cash balance component. For a more detailed description of TXU Corp.’s
retirement plans, please refer to the narrative that follows the Pension Benefits table on pages 128 and 129,
There are no above market earnings for nonqualified deferred compensation.

Amounts reported as “All Other Compensation” are attributable to the executive’s participation in certain plans
and as otherwise described in this footnote.

Under TXU Corp.’s Thrift Plan, all eligible employees of TXU Corp. and any of its participating subsidiaries
may contribute a portion of their regular salary or wages to the plan. Under the Thrift Plan, TXU Corp. matches
a portion of an employee’s contributions. TXU Corp.’s matching contribution is 75% of the employee’s
contribution up to the first 6% of the employee’s salary for employees covered under the traditional defined
benefit component of the Retirement Plan, and 100% of the employee’s contribution up to 6% of the employee’s
salary for employees covered under the cash balance component of the Retirement Plan. All maiching
contributions are invested in Common Stock, subject to a participant’s diversification and withdrawal rights
provided for in the Thrift Plan. The amounts reported under “All Other Compensation” in the Summary
Compensation Table include the following matching amounts for Messrs, Wilder, $14,286; Campbell, $10,904;
Greene, $10,986; Baker, $12,092; Poole, $14,362; Oliver, $6,333, and Peterson, $0.

Under TXU Corp.’s Salary Deferral Program, ail eligible employees of TXU Corp. and any of its participating
subsidiaries may defer a percentage of their salary and/or annual incentive awards. TXU Corp. matches a
portion of the salary deferral. Please refer to the narrative that follows the Nonqualified Deferred Compensation
table on pages 130 and 131 for a more detailed description of the Salary Deferral Program and the matching
formuia. Salaries and incentive awards deferred under the Salary Deferral Program are included in amounts
reported under Salary and Non-Equity Incentive Plan Compensation in the Summary Compensation Table.
During 2006, matching awards, which are included under “All Other Compensation™ in the Summary
Compensation Table include these matching amounts for Messrs. Wilder, $100,000; Campbell, $30,560;
Greene, $50,700; Baker, $50,560; Poole, $24,560; Oliver, $10,140 and Peterson, $10,908.
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Under TXU Corp.’s Split-Dollar Life Insurance Program, split-dollar life insurance policies are purchased for
eligible corporate executives of TXU Corp. and its participating subsidiaries. The eligibility provisions of this
program were modified in 2003 so that no new participants were added after December 31, 2003. Accordingly,
Messrs. Wilder, Campbell and Poole are not eligible to participate in the Split-Dollar Life Insurance Program.
The death benefits of participants’ insurance policies are equal to two, three or four times their annual Split-
Dollar Life Insurance Program compensation, depending on their executive category. Individuals who first
became eligible to participate in the Split-Dollar Life Insurance Program after October 15, 1996, vested in the
insurance policies issued under the Split-Dollar Life Insurance Program over a six-year period. TXU Corp. pays
the premiums for the policies and has received a collateral assignment of the policies equal in value to the sum
of all of its insurance premium payments; provided that, with respect to executives, premium payments made
after August 1, 2002, are made on a non-split-dollar life insurance basis and TXU Corp.’s rights under the
collateral assignment are limited to premium payments made prior to August 1, 2002, Although the Split-Dollar
Life Insurance Program is terminable at any time, it is designed so that if it is continued, TXU Corp. will fully
recover all of the insurance premium payments covered by the collateral assignments either upon the death of
the participant or, if the assumptions made as to policy yield are realized, upon the later of 15 years of
participation or the participant’s attainment of age 65. Because premium payments for TXU Corp.’s executives
were made on a non-split-dollar life insurance basis during 2006, such premiums were fully taxable to the
executives, and TXU Corp. provided tax gross-up payments to offset the effect of such taxes. Additional interest
was attributed to the executives in 2006 relative to premium payments which had been made on their behalf
prior to August 1, 2002. During 2006, the amounts reported under “Atl Other Compensation” in the Summary
Compensation Table attributable to the aggregate amount of premiums and interest amounted to the following
for Messrs. Greene, $100,246; Baker, $143,932; Oliver, $25,883 and Peterson, $27,278. The amount reported
under “All Other Compensation” also includes tax gross-ups provided to offset the effect of taxes on premium
payments made on a non-split dollar life insurance basis during 2006 as follows for Messrs. Greene, $57,498;
Baker, $82,554; Oliver, $14,845 and Peterson, $15,646.

Amounts reported under “All Other Compensation” also include the perquisites summarized in the following
table for the named executive officers in 2006.

2006 Perquisites for TXU Corp.’s Named Executive Officers

Home Country
Security Board of Club
and Directors  and/or
Aircraft Financial Executive Moving Strategy Luncheon

Name Usage Planning Physical Expense Meeting Club Total

C.John Wilder ............ 362,026  $9,150 $3,597 $374,887. § 110 - $449,770
David A. Campbell . . .... ... - $9.150 $1.484 - $1,584 - $12218
M.S.Greene ............. - $9,150 - - $1,185 - $ 10,335
T.L.Baker . .............. - $9.150 $2,552 - $1.329 - % 13,031
David P.Poole ............ - - $2,300 - - $1.860 $ 4,160
Kirk R.Qliver............. - $9,150 $2,379 - - $2.147 % 13,676
Eric H. Peterson . . .. ....... - 39,150 $2.528 - - $2.176  § 13,854

With respect to personal aircraft usage, based upon the review and findings of an independent, third-party
consultant, aggregate incremental costs to TXU Corp. include variable costs (including, fuel and maintenance
costs, among other items), but exclude non-variable or fixed costs (such as pilot salaries and hanger rent, among
other items), that would have been incurred regardless of whether there was any personal use. In addition to
Mr. Wilder's usage, certain other executives’ spouses accompanied the executives on the corporate aircraft to
attend business functions. Because the aircraft was already being used for business purposes, there was no
incremental cost to TXU Corp. for these spouses’ travel.

With respect to home security and moving expenses, at the request of the company, an independent security
consultant reviewed Mr. Wilder’s security arrangements. Based on this review, the consuitant recommended
security upgrades ($365,916) to Mr. Wilder's home. Additionally, TXU Corp. compensated Mr. Wilder in 2006
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in connection with his relocation from Mandeville, Louisiana to Dallas. Both of these items are part of
Mr. Wilder’s employment agreement.

The value reported for perquisites other than aircraft usage are actual amounts spent by TXU Corp.

Also included under “All Other Compensation™ is a severance payment for Mr. Oliver of $11,356,381. The
payment was made in accordance with the terms of his employment agreement with TXU Corp., as amended on
March 28, 2003. On March 13, 2006, TXU Corp. announced that Mr. Oliver would be leaving TXU Corp.
effective March 24, 2006. As a result, as of that date, Mr. Oliver's employment was concluded, including his
participation under the compensation plans discussed in this proxy statement. During 2006, he received
severance payments including approximately $1.4 million in cash severance payments and approximately
$10 million in cash for the contractually required vesting of previously granted and outstanding long-term
incentive awards. Mr. Oliver has agreed to a two-year consulting arrangement with TXU Corp. In addition,
Mr. Oliver was paid $76,500 for consulting services in 2006.

Also included under “All Other Compensation™ is a cash severance payment for Mr. Peterson of $1,109,500. On
March 13, 2006, TXU Corp. announced that Mr. Peterson would be leaving TXU Corp. effective April 2, 2006.
As a result, as of that date, Mr. Peterson’s employment was concluded, including his participation under the
compensation plans discussed in this proxy statement. Mr. Peterson has agreed to a one-year consulting
arrangement with TXU Corp., to assist TXU Corp. with ongoing company-related legal matters that require
Mr. Peterson’s knowledge. In addition, Mr. Peterson was paid $227,997 for consulting services in 2006.

For a discussion of the terms of the employment agreements for Messrs. Wilder, Campbell and Poole, please see
the “Individual Compensation” section beginning on page 111 and narrative to the Potential Payments upon
Termination or Change in Control tables beginning on page 131,

The following table sets forth information regarding grants of compensatory awards to TXU Corp.’s named
executive officers during the fiscal year ended December 31, 2006.

Grants of Plan-Based Awards - 2006

Estimated Possible Payouts  Estimated Future Payouts (;rant Date
Under Non-Equity Incentive Under Equity Incentive  pair Vailue

Plan Awards‘" Plan Awards'? of Stock
Threshold Target Max. Threshold Target (Max) Award™

Name Date Grant ($ % %) # (#) # %
C. John Wilder ... 01/01/06 1,250,000 2,500,000 10,000,000

04/01/06 152,001 304,002 608,004 13,680,000
David A.

Campbell. . .. .. 01/01/06 114,600 229,200 916,800

04/01/06 20,267 40,534 81,067 1,824,000
M. S. Greene. . . .. 01/01/06 152,100 304,200 1,216,800

04/01/06 6,637 13,275 23,23} 499,110
T.L. Baker...... 01/01/06 189,600 379,200 1,516,800

04/01/06 5,320 10,640 18,620 400,050
David P. Poole ... 01/01/06 92,100 184,200 736,300

04/01/06 15,200 30,400 60,800 1,368,000
Kirk R. Oliver. . . . n/a n/a va n/a n/a n/a n/a n/a
Eric H. Peterson . . nfa nfa n/a n/a n/a nfa nfa n/a
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(1) The amounts disclosed under the heading “Estimated Possible Payouts Under Non-Equity Incentive Plan
Awards” above reflect the threshold, target and maximum amounts available under the Executive Annual
Incentive Pian. The actual awards for the 2006 plan year were paid in March 2007 and are reported in the
Summary Compensation Table under the heading “Non-Equity Incentive Plan Compensation” and are
described in footnote (2) to the Summary Compensation Table. While the maximum award any participant
can receive under the Executive Annual Incentive Plan is four times their target incentive level, the plan funding
is limited to 200%, or two times, the aggregate target incentives of all participants. Please refer to footnote (2) to
Summary Compensation Table for a more detailed explanation of the Executive Annual Incentive Plan.

(2) The amounts reported as “Target” under the heading “Estimated Future Payouts Under Equity Incentive Plan
Awards” represent the number of performance units granted to the individual in 2006 under the Omnibus Plan
plus estimated reinvested dividends through December 31, 2006. These amounts include Unit I Awards for

" Messts. Greene and Baker and Unit 1 Awards for Messrs. Wilder, Campbell and Poole granted in 2006. All
2006 equity awards, whether to executives or the general population, are granted with an effective date of
April 1. The performance period for all participants is from April 1. 2006 through March 31, 2009.

(3) The amounts reported under “Grant Date Fair Value of Stock Awards” represent the compensation expense
under SFAS 123R for the entire performance period. These amounts include Unit | Awards for Messrs. Greene
and Baker and Unit 1l Awards for Messrs. Wilder, Campbell and Poole granted in 2006. At the time
Messts. Wilder’s, Campbell’s, and Poole’s employment agreements were signed and these grant levels
were set, the equivalent estimated fair market value of these awards, using a SFAS 123R valuation
methodology was $3,734,000, $623,000, and $460,000 respectively.

The material terms of 2006 awards made under the Omnibus Plan are described below:

Unit I Awards: The Unit 1 Awards provide for the issvance of performance units, each having a value equal to
one share of Common Stock. The 2006 Unit 1 Awards were issued with an effective date of April 1, 2006. The
performance units vest at the end of a three-year performance period (March 31, 2009) as set forth under the
applicable Unit [ Award.,

The number of performance units actually awarded pursuant to each Unit [ Award is determined using a
formula based on TXU Corp.’s total shareholder return over the applicabte performance period:

1. Compared to the total shareholder return of the companies comprising either or both of the S&P 500
Electric Utilities Index and the S&P 500 Muli-Utilities Index; and

2. Compared to absolute return targets as outlined under “Long Term Equity Incentives” beginning on
page 102.

Depending on the total shareholder return, the number of performance units originally awarded in the Unit |
Award is adjusted to become 0% to 175% of the original amount plus applicable dividends earned on the shares
underlying such units. '

Threshold levels of awards, if achieved, are equal to 50% of the initial target award, and maximum levels of
awards equal 175% of the initial target award. Upon vesting, the Unit I Award requires TXU Corp. to distribute to
the participant the number of shares of Common Stock equal to the number of performance units subject to the Unit
1 Award. Generally, the Unit 1 Awards provide that unvested performance units are forfeited upon termination of
employment for reasons other than retirement, death or disability. In the event of retirement, death or disability,
participants receive a prorated award, based on the period of their employment during the performance period
compared to the total performance period.

Unit IT Awards: In 2006, TXU Corp. also granted Unit 1 Awards under the Omnibus Plan to certain of its
executives pursuant to the terms and conditions of a performance unit award agreement. The Unit 11 Awards provide
for the issuance of performance units each having a value equal to one share of Common Stock. The performance
units vest at the end of a three-year performance period as discussed above.
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The number of performance units actualty awarded will depend on a formula comparing TXU Corp.’s total
shareholder return over the applicable performance period to the total shareholder return of the companies
comprising the S&P 500 Electric Utilities Index. Depending on the total shareholder return, the number of
performance units originally awarded in such Unit II Award is adjusted to become 0% to 200% of the original
amount, plus applicable dividends earned on the shares underlying such units.

Threshold levels of awards, if achieved, are equal to 50% of the initial target award, and maximum levels of
awards equal 200% of the initial target award. Each Unit [1 Award contains forfeiture provisions consistent with the
particular executive’s employment agreement, which provide generally that the awards are not forfeited upon
termination of employment unless the termination is by TXU Corp. for “cause” (as defined in the executive’s
employment agreement, if applicable) or by the executive without “good reason” (as defined in the executive's
employment agreement, if applicable).

The Omnibus Plan also imposes annual per-participant award limits. Specifically, under the Omnibus Plan:

L. The maximum number of shares of Common Stock subject to stock options that may be granted to any
person in any calendar year is 2,000,000

2. The maximum number of shares of Common Stock subject to stock appreciation rights that may be
granted to any person in any calendar year is 2,000,000;

3 The maximum aggregate grant to any person in any calendar year of shares of restricted stock and
restricted stock units is 1,000,000 or the market value of 1,000,000 shares, as applicable;

4, The maximum aggregate distribution pursuant to a grant of performance shares and performance units
to any person in any calendar year is 2,000,000 shares or the market value of 2,000,000 shares, as
applicable; and

5. The maximum aggregate grant to any person in any calendar year of other stock-based awards is
1,000,000 shares or the market value of 1,000,000 shares, as applicable.

The Omnibus Plan does not mandate that awards vest or be paid out upon a change in control of TXU Corp.
However, the Organization and Compensation Committee has broad discretion under the plan to make appropriate
adjustments and determinations with respect to the awards in such circumstances. For a description of the vesting
and payment of awards in connection with the proposed Merger please refer to “The Merger— Interests of Directors
and Officers in the Merger” beginning on page 51.
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The following table sets forth information regarding unvested stock awards hetd by TXU Corp.’s named
executive officers as of December 31, 2006:

Outstanding Equity Awards at Fiscal Year-End - 2006

Equity Incentive Plan Awards: Equity Incentive Plan Awards:
Number of Unearned Shares, Market or Payout Value of
Grant Units or Other Rights that Unearned Shares, Units or Other
Name Year have not Vested ()" Rights that have not Vested ($)®
C.John Wilder . .. ...... 2004 319,588 34,649,720
2005 312,805 16,957,140
2006 304,002 8,239,973
David A. Campbell . . . ... 2004 85,223 9,239,925
2005 41,707 2,260,952
2006 40,534 1,098,663
M.S.Greene .......... 2004 115,584 12,531,649
2005 29,195 1,946,680
2006 13,275 359,812
T.L.Baker ............ 2004 159,794 17,324,860
2005 29,195 1,946,680
2006 10,640 288,399
David P. Poole ......... 2004 42,612 4,619,963
2005 31,280 1,695,714
2006 30,400 823,997
Kitk R. Oliver. . ... . .... nfa n/a n/a
Eric H. Peterson .. .. .. .. n/a n/a n/a

(1) The amounts reported under Outstanding Equity Awards at Fiscal Year-End table represent shares of restricted
stock andfor performance units, as granted under the Long-Term Incentive Compensation Plan and the
Ommibus Plan as of December 31, 2006. The number of unearned shares or units that have not vested represent
the target award plus reinvested dividends since grant date.

(2) The amounts reported under “Market Value” represent the payout value, as of December 31, 2006, using
performance payout rates based on total shareholder retumn through December 31, 2006 and TXU Corp.’s stock
price on December 31, 2006. Actual payouts will be based on actual total shareholder returns. Any shares
received will also be subject to retention and ownership guidelines as referenced in “Stock Ownership &
Retention Requirements™ on page 114. Additionally, approximately one-third of the shares are expected to be
withheld at the time of the distribution of these shares to the named executive officers to cover taxes payable by
the named executive officers in connection with their receipt of the shares.

The amounts reported under Outstanding Equity Awards at Fiscal Year-End table include Unit I Awards for
Messrs. Greene and Baker and Unit [T Awards for Messrs. Wilder, Campbell and Poole granted in 2005 and 2006 as
described in the narrative that follows the Grants of Plan-Based Awards table on pages 122 and 123. For
Messrs. Wilder and Baker these amounts also include performance-based restricted stock awards granted in
2004 under the Long-Term Incentive Compensation Plan, as described in “Performance Based Restricted Stock
Awards” below. For Messrs.

For Campbell, Greene, and Poole, these amounts also include 2004 Unit Awards, as described in the
corresponding section below.
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The table below provides a summary of the assumptions utilized in determining the amounts reported under
“Market Value” in the above tabie. The estimated performance payout percentage is based on the actual
performance of the awards as of December 31, 2006; actual payouts will depend on the total shareholder
returns achieved by TXU Corp. through the end of the performance peried for each award year.

Qutstanding Equity Award Market Value Assumptions

Estimated
Performance Pa;'out Stock Price as of

Grant Year Percentage"' 12/31/2006
2004

Restricted Stock .. . ... o e 200% $54.21

Unit Awards . . ... o o e e e 200% $54.21
2005

Unit T Awards. ... .. o e e e e 123% $54.21

UnitlEAwards .. ..... ... ... ... ... . ........ e 100% $54.21
2006

Unit LAwards. ... ... ... e, 50% $54.21

Unit HAwards . . ... .. . e e 50% $54.21

(1} Performance payout percentage is based on total shareholder return. Based on total shareholder return through
December 31, 2006, the 2006 awards wounld not payout. However, a threshold payout percentage of 50% is
included for market valuation purposes under the Qutstanding Equity Awards at Fiscal Year-End table.

Based on total shareholder return through March 31, 2007 relative to the peer group companies, the
performance payout percentage for the 2004 awards (which vested on March 31, 2007) is expected to be
200%. Since the time of grant of the 2004 awards, TXU Corp. had achieved total shareholder return of
300.3% through December 31, 2006; since the time of grant for the 2005 awards, TXU Corp. had achieved
total sharehoider return of 39.71% through December 31, 2006; and since the time of grant for the 2006 awards,
TXU Corp. had achieved total shareholder return of 19.05% through December 31, 2006. Based on TXU Corp.’s
share price as of December 31, 2006, comulative shareholder value creation since February 20, 2004 has been
approximately $26 billion; through April 15, 2007, cumulative shareholder value creation since February 20, 2004
has been more than $3! billion,

The information reported in the Qutstanding Equity Awards at Fiscal Year-End table and the Outstanding
Equity Award Market Value Assumptions table is presented in accordance with SEC rules requiring the use of the
TXU Corp. share price on December 31, 2006 ($54.21) and other information as of December 31, 2006. The
information in these tables does not reflect the $69.25 per share merger consideration contemplated by the
February 25, 2007 Merger Agreement among TXU Corp., Texas Energy Future Holdings Limited Partnership and
Texas Energy Future Merger Sub Corp or compensation changes after December 31, 2006.

Impact of Merger Transaction on Equity Awards: No additional equity or LTIP awards were or will be
made as a result of the merger transaction. LTIP awards shown above were all granted pursuant to existing
employment agreements or other employment arrangements.

The amount of any payments associated with the 2005, 2006 and 2007 LTIP awards for named executive
officers will be fixed at the Effective Time; as noted on page 51, TXU Corp. is permitted to terminate and payout the
2005, 2006 and 2007 LTIP awards on the later of the Effective Time or January 2, 2008. For a description of the
vesting and payment of awards in connection with the proposed Merger please refer to “The Merger— Interests of
Directors and Officers in the Merger” beginning on page 51,

The actual payouts for 2005 and 2006 awards following the Effective Time are not known at this time, and will
not be known prior to the closing date of the Merger. The calculation of payout values as of the closing date will be
based on TXU Corp.’s total shareholder return relative to the other companies in the peer group index and the
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defined absolute performance standard, as would be the case if the transaction does not close. Factors that will
impact the ultimate payout level include the time it takes to secure regulatory approvals and satisfy other conditions
to the closing of the Merger and the shareholder returns of the other electric power companies and utilities in the
peer group index through the closing date of the Merger.

Performance-Based Restricted Stock Awards: Performance-based restricted stock awards granted under the
Long-Term Incentive Compensation Plan provide for the issuance of restricted shares of Common Stock, which
vest at the end of a three-year performance period, as provided for under the applicable award agreement. During
the performance period, dividends on restricted shares are reinvested in Common Stock and are paid in cash upon
release of the restricted shares. Upon vesting, the restricted shares become unrestricted shares of Common Stock.

The number of shares actually awarded pursuant to each Performance-Based Restricted Stock Award is
determined using a formula based on TXU Corp.’s total shareholder return over the applicable performance period
compared to the total shareholder return of the companies comprising the S&P 500 Electric Utilities Index.
Depending on the total shareholder return, the number of shares originally awarded is adjusted to become from 0%
to 200% of the original award. Generally, unvested restricted shares are forfeited upon termination of employment
for reasons other than death or disability; however, restricted stock award agreements for executives with
employment agreements contain provisions intended to conform the forfeiture provisions of the award
agreement with the termination provisions of the applicable employment agreement,

2004 Unit Awards: The 2004 Unit Awards provide for the issuance of performance units, each having a value
equal to one share of Common Stock. The performance units vest at the end of a three-year performance peried, as
set forth under the applicable 2004 Unit Award. During the performance period, the value of the dividends which
would have been paid had the performance units been Common Stock are credited to the award and increase the
number of performance units subject to the award by the number of shares that could have been purchased with such
dividends.

The number of performance units actually awarded under each 2004 Unit Award is determined using a formula
based on TXU Corp.’s total sharcholder return over the applicable performance period compared to the total
shareholder return of the companies comprising the S&P 500 Electric Utilities Index. Depending on the total
sharcholder return, the number of performance units originally awarded under the 2004 Unit Award (increased by
the value of all accrued and reinvested dividends) is adjusted to become 0% 1o 200% of such original amount. Upon
vesting, each 2004 Unit Award, as amended pursuant to amendments entered into effective December 31, 2004,
requires TXU Corp. to distribute to the executive the number of shares of Common Stock equal to the number of
performance units subject to the 2004 Unit Award. Generally, unvested performance units are forfeited upon
termination of employment for reasons other than death or disability; however, 2004 Unit Awards for executives
with employment agreements contain provisions intended to conform the forfeiture provisions of the award
agreement with the termination provisions of the applicable employment agreement.

The following table sets forth information regarding the vesting of equity awards hetd by TXU Corp.’s named
executive officers during 2006:

Option Exercises and Stock Vested - 2006

Stock Awards

Number of Shares Value Realized on
Name Acquired on Vesting (#) Vesting ($)
C.John Wilder . .. ... .. . i i 630,762 28,456,806
David A. Campbell . . ... ... ... o - -
M. S, GIeene . . oo i i e e 77,269 3,486,004
T L. Baker ...t e 171,710 7,746,676
David P. Poole .. ... ... . . i - -
Kitk R, OLIVEL . . . .o e e ettt e e an s - -
Eric H. Peterson . .. ... .. ... 107,318 4,841,672




CEO: For Mr. Wilder, the amounts reported represent the vesting and distribution of a 2004 stock award under
the Long-Term Incentive Compensation Plan, which vested in 2006. On the last trading day prior to the
announcement of Mr. Wilder’s hiring, TXU Corp.’s share price closed at $12.42 per share, and each
300,000 share award at time of grant had an estimated fair market value, using a SFAS 123R valuation, of
$1,598,000. The shares vested in 2006 at 200% of target, based on TXU Corp.’s total shareholder return
performance over that period. From April 1, 2004 through March 31, 2006, TXU Corp. delivered cumulative
total shareholder returns of 228%. Over the same period, the S&P Multi-Utility Index reported cumulative total
shareholder returns of 33% and the S&P 500 reported cumulative total shareholder returns of 19%. The total
number of shares distributed included reinvested dividends resulting in a total distribution of 630,762 shares.
Additionalty, approximately one-third of the shares have either been withheld or are expected to be sold to cover
taxes payable by Mr. Wilder in connection with his receipt of the shares.

Under the terms of the Long-Term Incentive Compensation Plan, the maximum amount of any award that may
be paid in any one year to any of the executives is the fair market value of 200,000 shares of TXU Corp.’s Common
Stock, determined as of the first day of such calendar year. The portion of any award that cannot be fully paid in any
year as a result of this maximum amount limitation is automatically deferred until a subsequent year when it can be
paid in accordance with applicable legal requirements without exceeding the maximum amount. As a result of this
limitation, amounts reported as vested payouts also include 82,680 shares and 310,808 performance units for a total
number of vested awards of 393,488 valued at $17.752,211 on the March 31, 2006 vesting date for Mr. Wilder. This
amount represents a portion of his long-term incentive award maturing in 2006, which was deferred as a result of the
maximum distribution under the Long-Term Incentive Compensation Plan.

Other Named Executive Officers: For the other executive officers named in the Option Exercises and Stock
Vested table, the amounts reported in the table represent the vesting and distribution of 2003 stock awards under the
Long-Term Incentive Compensation Plan, with similar pertormance and vesting. The Long-Term Incentive
Compensation Plan is a comprehensive, stock-based compensation plan providing for common stock-based
awards, including performance-based restricted stock and performance units. Long-Term Incentive
Compensation Plan awards to the executives consisted of performance-based restricted stock represented by
restricted stock award agreements and 2003 Unit Awards (described below). Please refer to the Outstanding Equity
Awards at Fiscal Year End - 2006 table and accompanying notes on page 124 for a more detailed discussion of
performance-based restricted stock. Additionally, approximately one-third of the shares have either been withheld
or are expected to be sold to cover taxes payable by the named executive officers in connection with their receipt of
the shares.

2003 Unit Awards: The 2003 Unit Awards provided for the issuance of performance units/performance-based
restricted stock, each having a value equal to one share of Common Stock. They vest at the end of a three-year
performance period. During the performance period, the value of the dividends which would have been paid had the
performance units been Common Stock are credited to the award and increase the number of performance units
subject to the award by the number of shares which could have been purchased with such dividends.

The number of performance units actually awarded under each 2003 Unit Award is determined using a formula
based on TXU Corp.s total sharcholder return over the applicable performance period compared to the total
shareholder return of the companies comprising the S&P 500 Electric Utilities Index. Depending on the total
shareholder return, the number of performance units originally awarded under the 2003 Unit Award (increased by
the value of all accrued and reinvested dividends) is adjusted to become 0% to 200% of such original amount. Upon
vesting, each 2003 Unit Award requires TXU Corp. to distribute to the executive the number of shares of Common
Stock equal to the number of performance units subject to the 2003 Unit Award.

The amounts reported are gross of any tax withholdings. The number of shares and dollar value withheld for
payment of taxes on the vesting date include for Messrs. Wilder, 119,529 shares ($5,392.565): Greene, 27,302 shares
($1.231,745); Baker 61,661 shares ($2,781,826) and Peterson, 39,118 shares ($1.765,004),
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The following table sets forth information regarding TXU Corp.’s retirement plans that provide for benefits, in
connection with, or following, the retirement of TXU Corp.’s named executive officers for the fiscal year ended
December 31, 2006:

Pension Benefits - 2006

Payments

Number of During

Years PV of Last

Credited Accumulated Fiscal .

Name Plan Name Service (#) Benefit ($) Year ($)
C.John Wilder. ... ......... Retirement Plan 1.8 17,189 0
Supplemental Retirement Plan 1.8 307,782 0
David A. Campbell”. ., .. ... Retirement Plan 1.6 14,806 0
Supplemental Retirement Plan 32 23,0637 0
M.S.Greene .............. Retirement Plan 36.2 1,253,720 0
Supplemental Retirement Plan 36.2 3,705,728 0
T L.Baker ............... Retirement Plan 363 1,271,467 0
Supplemental Retirement Plan 36.3 4,974,340 0
David P. Poole® .. ......... Retirement Plan 1.6 14,092 0
Supplemental Retirement Plan 32 16,238 0
Kirk R.Oliver ............. Retirement Plan 6.5 84,620 0
Supplemental Retirement Plan 6.5 145,392 g
Eric H, Peterson. . .......... Retirement Plan 2.9 31,012 0
Supplemental Retirement Plan 2.9 33,929 0

(1) Mr. Campbell’s employment agreement entitles him to additional retirement compensation equal to the
retirement benefits he would be entitled to if, during each of his first ten years of service with TXU Corp., he
was credited with two years of service under TXU Corp.’s retirement plan.

(2) Mr. Poole’s employment agreement entitles him to additional retirement compensation equal to the retirement
benefits he would be entitled to if, during each of his first ten years of service with TXU Corp., he was credited
with two years of service under TXU Corp.’s retirement plan.

TXU Corp. and its participating subsidiaries maintain the Retirement Plan, which is intended to be qualified
under applicable provisions of the Internal Revenue Code and covered by ERISA. The Retirement Plan contains
both a traditional defined benefit component and a cash balance component. Only employees hired before January 1,
2002 may participate in traditional defined benefit component. All new employees hired after January 1, 2002 are in
the cash balance component. In addition, the cash balance component covers employees previously covered under
the traditional defined benefit component who elected to convert the actuarial equivalent of their accrued wraditional
defined benefit to the cash balance component during a special one-time election opportunity effective in 2002.

Annual retirement benefits under the traditional defined benefit component, which applied during 2006 to
Messrs. Greene, Baker and Oliver, are computed as follows: for each year of accredited service up to a total of
40 years, 1.3% of the first $7,800, plus 1.5% of the excess over $7,800, of the participant’s average annual earnings
(base salary) during his or her three years of highest earnings. Under the cash balance component, which covers
Messrs, Wilder, Campbell, Poole, and Peterson, hypothetical accounts are established for participants and credited
with monthly contribution credits equal to a percentage of the participant’s compensation (3.5%, 4.5%, 5.5% or
6.5% depending on the participant’s combined age and years of accredited service) and interest credits based on the
average yield of the 30-year Treasury bond for the 12 months ending November 30 of the priot year. Benefits paid
under the traditional defined benefit component of the Retirement Plan are not subject to any reduction for Social
Security payments but are limited by provisions of the Internal Revenue Code.

The Supplemental Retirement Plan provides for the payment of retirement benefits, which would otherwise be
limited by the Internal Revenue Code or the definition of earnings under the Retirement Plan. The Supplemental
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Retirement Plan also provides for the payment of retirement compensation that is not otherwise payable under the
Retirement Plan that TXU Corp. or its participating subsidiaries are obligated to pay under contractual
arrangements. Under the Supplemental Retirement Plan, retirement benefits are calculated in accordance with
the same formula used under the Retirement Plan, except that, with respect to calculating the portion of the
Supplemental Retirement Plan benefit attributable to service under the traditional defined benefit component of the
Retirement Plan, earnings also include Executive Annual Incentive Plan awards which are reported under the Non-
Equity Incentive Plan Compensation column of the Summary Compensation Table.

The table set forth above illustrates present value on December 31, 2006 of each executive’s Retirement Plan
benefit and benefits payable under the Supplemental Retirement Plan, based on their years of service and
remuneration through December 31, 2006. Benefits accrued under the Supplemental Retirement Plan after
December 31, 2004, are subject to Section 409A of the Internal Revenue Code. Accordingly, certain
provisions of the Supplemental Retirement Plan have been modified in order to comply with the requirements
of Section 409A and related guidance.

The present value of accumulated benefit for the Retirement Plan, traditional defined benefit component, was
calculated based on the executive’s straight life annuity payable at the earliest age that unreduced benefits are
available under the plan (generally age 62). Post-retirement mortality was based on the RP2000 Combined Healthy
mortality table projected 10 years using scale AA, A discount rate of 6.00% was applied and no pre-retirement
mortality or turnover was reflected.

The present value of accumulated benefit for the Retirement Plan, cash balance component, was calculated as
the value of their cash balance account projected to age 65 at an assumed growth rate of 4.75% and then discounted
back to December 31, 2006 at 6.00%. No mortality or turnover assumptions were applied.

The following table sets forth information regarding plans that provide for the deferral of TXU Corp.’s named
executive officers’ compensation on a basis that is not tax-qualified for the fiscal year ended December 31, 2006:

Nonqualified Deferred Compensation - 2006

Executive Registrant Aggregate Agppregate Aggrepate
Contributions Contributions Earnings Withdrawals/ Balance at
Name in Last FY (§) in Last FY (§) in Last FY ($) Distributions ($) Last FYE ($)
C. John Wilder. ........... 100,000 21,375,887 2,288,917 0 81,668,297
David A, Campbell ... ... .. 55,560 30.560 16,432 0 217,343
M.S. Greene............. 50,700 50,700 282,324 306,333 2,834,176
T.L.Baker .............. 50,560 50,560 746,650 48,882 12,525,590
David P. Poole............ 103,700 24,560 56,581 0 467,167
Kitk R. Oliver . . .......... 10,140 10,140 76,908 3i6,101 0
Eric H. Peterson. . .. ....... 10,908 10,908 266,453 243,129 0

(1) “Registrant Contributions in Last FY™ for Mr. Wilder include a company match of $100,000 in the Salary
Deferral Program and $21,275,887 representing the deferred payment (valued as of May 19, 2006) of the Long-
Term Incentive Compensation Plan award that vested in 2006 but was deferred due to plan terms. Please refer to
the Option Exercises and Stock Vested table and accompanying footnotes on pages 126 and 127 for a more
complete explanation of the deferred Long-Term Incentive Compensation Plan award. The deferred award is
also included in the Option Exercises and Stock Vested table.

{2) The amount under “Aggregate Balance at Last FYE” for Mr. Wilder includes, in addition to the year-end
balances for the Salary Deferral Program and Deferred and Incentive Compensation Plan summarized below, a
deferred stock award, as discussed in footnote (1) above, of $21,615,527 (valued at December 31, 2006 share
price). This amount also includes the value of the trust shares ($57,751,662) awarded to Mr. Wilder to
compensate him for a pertion of his forgone compensation upon leaving his former employer to join TXU Corp.
To join TXU Carp., Mr. Wilder had (o forfeit certain benefits from his prior employer, including unvested stock
options, unvested long-term incentive, deferred cash awards, restricted cash payments and supplemental
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executive retirement from his prior employer. To partially compensate Mr. Wilder for a portion of his forgone
compensation and to conserve cash payments in a time TXU Corp. was cash constrained, TXU Corp.
established a rabbi trust, which holds 1,000,000 shares of Common Stock purchased for the benefit of
Mr. Wilder by TXU Corp. The shares held in the rabbi trust are to be distributed to Mr. Wilder in the form of
stock, in equal portions on the third and sixth anniversaries of the agreement unless otherwise deferred. The
1,000,000 share award at time of grant had an estimated fair market value, using a SFAS 123R valuation, of
$10,158,000. The value of these shares will be taxable upon distribution. On June 20, 2005, as provided for in
the agreement, Mr. Wilder elected to defer the distribution of the shares held in the rabbi trust to the later of the
original distribution dates, or April | following the calendar year during which Mr. Wilder’s employment with
TXU Corp. terminates. The value of the trust shares were previously reported as a bonus paid in 2004 and
reported in TXU Corp.’s 2005 proxy statement. In total, Mr. Wilder’s trust shares and deferred shares were
1,464,030 as of December 31, 2006 (including 83,783 shares that are beneficially owned and reported in the
Beneficial Ownership of Qur Common Stock table on page 86, of which approximately 483,200 are expected to
be sold to cover taxes on certain of the shares themselves,

(3) The amount under “Aggregate Balance at Last FYE” for Mr. Baker includes, in addition to the year-end
balances for the Salary Deferral Program and the Deferred and Incentive Compensation Plan, a deferred Long-
Term Incentive Compensation Plan award of $7,915,249. A portion of the amounts reported as vested payouts
from the Long-Term Incentive Compensation Plan for Mr. Baker were deferred due to plan terms. The value of
the long-term incentive award payout was previously reported as a long-term incentive award payment in 2005
and reported in TXU Corp.’s 2006 proxy statement. In total, Mr. Baker’s deferred shares were 146,011, as of
December 31, 2006 of which approximately 52,000 are expected to be sold to cover taxes on certain of the
shares themselves.

The amounts reported in the Nonqualified Deferred Compensation table include deferrals and company match
under the Salary Deferral Program and earnings and distributions under the Salary Deferral Program and the
Deferred and Incentive Compensation Plan. Amounts reported under the heading “Aggregate Eamings in Last FY”
also include dividends paid after the vesting date on prior deferrals under the Long-Term Incentive Compensation
Plan that were paid out in 2006. The amounts reported as “Executive Contributions in Last FY™ are also included as
“Salary” in the Summary Compensation Table on page 118. Amounts included in “Aggregate Balance at Last FYE”
have been included in the Summary Compensation Table in prior years as follows for Messrs. Wilder, $12,702,500;
Campbell, $62,510; Greene, $500,480; Baker, $619,047; Poole, $214,004; Oliver, $0 and Peterson $0.

The material terms of the Salary Deferral Program and the Deferred and Incentive Compensation Plan are
described below:

Salary Deferral Program: Under TXU Corp.’s Salary Deferral Program each employee of TXU Corp. and its
participating subsidiaries who is in a designated job level and whose annual salary is equal to or greater than an
amount established under the Salary Deferral Program ($110,840 for the program year beginning January I,
2006) may elect to defer up to 50% of annual base salary, and/or up to 100% of any bonus or incentive award, for a
period of seven years, for a period ending with the retirement of such employee, or for a combination thereof. TXU
Corp. makes a matching award, subject to forfeiture under certain circumstances, equal to 100% of up to the first 8%
of salary deferred under the Salary Deferral Program; provided that employees who first became eligible to
participate in the Salary Deferral Program on or after January 1, 2002, who were also eligible, or became eligible, to
participate in the Deferred and Incentive Compensation Plan, were not eligible to receive any Salary Deferral
Program matching awards during the period prior to the freezing of the Deferred and Incentive Compensation Plan
on March 31, 2005.

Deferrals are credited with earnings or Josses based on the performance of investment alternatives under the
Salary Deferral Program selected by each participant. At the end of the applicable maturity period, the trustee for
the Salary Deferral Program distributes the deferrals and the applicable earnings in cash as a lump sum or in annual
installments at the participant’s election made at the time of deferral. TXU Corp. is financing the retirement option
portion of the Salary Deferral Program through the purchase of corporate-owned life insurance on the lives of
participants. The proceeds from such insurance are expected to allow TXU Corp. to fully recover the cost of the
retirement option. The amount included in “Aggregate Balance at Last FYE” attributable to the Salary Deferral
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Program was for Messrs. Wilder, $427,871; Campbell, $217,343; Greene, $1,022,932; Baker, $1,139,928; Poole,
$467,167; Oliver, 30 and Peterson, $0.

Deferred and Incentive Compensation Plan: In November 2004, the Board of Directors approved an
amendment to the Deferred and Incentive Compensation Plan which froze any future participation as of March 31,
2005, which was the end of the 2004-2005 plan year for the Deferred and Incentive Compensation Plan. This
amendment prohibited additional deferrals by existing participants and closed the plan to new participants. As
amended, existing Deferred and Incentive Compensation Plan accounts will mature and be distributed in
accordance with their normal schedule under the terms of the Deferred and Incentive Compensation Plan.

For plan years beginning on or prior to April 1, 2004, participants in the Deferred and Incentive Compensation
Plan were permitted to defer a percentage of their base salary not to exceed a maximum percentage determined by
the Organization and Compensation Committee for each plan year and in any event not to exceed 15% of the
participant’s base salary. TXU Corp. made a matching award equal to 150% of the participant’s deferred salary.
Matching awards are subject to forfeiture under certain circumstances.

Under the Deferred and Incentive Compensation Plan, a trustee purchased Common Stock with an amount of
cash equal to each participant’s deferred salary and matching award, and accounts were established for each
participant containing performance units equal to such number of commeon shares. Plan investments, including
reinvested dividends, are restricted to Common Stock, and the value of each performance unit credited to
participants’ accounts equals the value of a share of Common Stock and is at risk based on the performance of
the stock. On the expiration of a five-year maturity period, the value of the participant’s maturing accounts are paid
in cash based upon the then-current value of the performance units; provided, however, that in no event will a
participant’s account be deemed to have a cash value which is less than the sum of such participant’s deferrals
together with 6% per annum interest compounded annually. The participant’s account matures and becomes
distributable if the participant dies or becomes totally and permanently disabled. Additionally, the maturity period is
extended if the distribution of an otherwise maturing amount would cause the compensation paid to such participant
during such year to exceed the limit on deductible compensation under Section 162(m) of the Internal Revenue
Code.

Deferrals and matching awards under the Deferred and Incentive Compensation Plan made after December 31,
2004, are subject to the provisions of Section 409A of the Internal Revenue Code. Accordingly, certain provisions of
the Deferred and Incentive Compensation Plan have been modified in order to comply with the requirements of
Section 409A and related guidance. The amount included in “Aggregate Balance at Last FYE” and attributable to
the Deferred and Incentive Compensation Plan was for Messrs. Wilder, $1,873,236; Campbell, $0; Greene,
$1,811,244; Baker, $3,470,413; Poole, $0; Qliver, $0 and Peterson, $0.

Potential Payments upon Termination or Change in Control

The tables and narrative below provide information for payments to TXU Corp.’s named executive officers (or,
as applicable, enhancements to payments or benefits) in the event of termination including retirement, voluntary, for
cause, death, disability, without cause or change in control.

The information below is presented in accordance with SEC rules requiring the use of the TXU Corp. share
price on December 31, 2006 ($54.21) and assuming termination of employment and other information as of
December 31, 2006, The information below does not reflect the $69.25 per share merger consideration
contemplated by the February 25, 2007 Merger Agreement among TXU Corp., Texas Energy Future Holdings
Limited Partnership and Texas Energy Future Merger Sub Corp. or compensation changes after December 31, 2006.
Information reflecting the $69.25 per share merger consideration and other updates as required by SEC rules for
merger proxy statements are provided under “The Merger — Interests of our Directors and Executive Officers in the
Merger” beginning on page 51 including anticipated amendments to certain of our named executive officers’
employment agreements as described on pages 55-56. The use of updated information reflecting the Merger
Agreement and other subsequent events to the date hereof would impact the value of total potential payments to
named executive officers. As described above on pages 125-126, the impact on the outstanding 2005 and 2006 LTIP
awards cannot be quantified with certainty at this time, given that payout values will depend on the timing of the
merger closing date and TXU Corp.’s absolute shareholder returns and shareholder returns relative to the defined
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peer group through that date. Any payments associated with the 2005 and 2006 awards would be fixed at the time of
the Effective Time. As noted on page 51, TXU Corp. is permitted to terminate and payout the 2005, 2006 and 2007
LTIP awards on the later of the Effective Time or January 2, 2008.

In addition, as a result of the Merger Agreement and other events subsequent to December 31, 2006, there may
be an increase in the amount of excise tax gross-ups payable to the named executive officers, but, as of the date
hereof, TXU Corp. does not believe that it can calculate a reasonable estimate of such amount. Whether or not any
incremental excise tax gross-up will occur, and the size of any gross-up, will be dependent on a number of factors,
including the timing of closing, actual LTIP payout percentages and decisions to be made in the future by the
acquiring company, its affiliates and the named executive officers.

Change in Control Policy: In the event of a change in control, Messrs. Greene and Baker are eligible to
receive benefits under the terms of the Change in Control Policy and upon the events outlined in the change in
control discussion on pages 115 and 116 of this proxy statement.

Severance Plan: Messrs. Greene and Baker are eligible for benefits under the terms of the Severance Plan and
upon the events described therein on page 116 of this proxy statement.

Employment Agreements with Contingent Payments: Messrs. Wilder, Campbell and Poole each have
employment agreements with change in control and severance provisions as described in the following tables. The
change in control and severance terms included in the employment agreements will govern through the term of the
agreement,

Mr. Wilder

Potential Payments to Mr. Wilder Upon Termination (per Employment Agreement)

Voluntary
Termination
Withouot Following a
Cause or For Change in
Benefit Voluntary  For Cause Death Disability Good Reason -Control
Cash Severance. . . ............u...n $0 $0 $7.,500,000 $7.500,000  $10,523,875 $2,500,000
Executive Annual Incentive Plan . . . ... .. $0 50 $2,500,000 $2,500,000 $0 50
“LTIP . o $0 $0  $76,109,833  $76,109,833 $59,846,833 $59.846,833
Retircment Benefits
— TXU Supplemental Retirement Plan'” .. $336,469  $336.469 $367,852 $887,394 $336,469 $336,469
Deferred Compensaliml[z) .............
— Sulary Deferral Program . ... ... .. .. $0 $0 $198,560 $£98,560 30 $198,560
— Deferred & Incentive Comp. Plan . . . . . $0 $0 $1,653,037 $1,653.037 $0 $1,653,037
Health & Welfure
—~MedicallCOBRA . . ... ........... 50 $0 $19,350 %0 $18,734 $18,734
—Dental/COBRA . .. ... ... ... ...... $0 30 $1,676 $0 $1.676 $1.676
~ Life Thsurance™ . ... ... ... 30 $0 $1,250,000 $0 $0 $0
—AD&D™ L 50 $0 $0 50 $0 $0
—LTD 30 50 $0 $300,000 $0 %0
Other
- Office & Related Services™® ........ $0 $0 $0 %0 $60,000 §60,000
—Excise Tax Gross-Ups. . . ... ....... $0 $0 0 - $0 30 50
Fotals ., . ... ... ... $336,469 $336,469  $89,600,308 $89,148.824  $70,787,587 $64,615,309

(1) Present value of accrued non-qualified pension. Amounts listed reflect the immediate vesting of retirement
benefits due to the TXU Retirement Plan being in a partial plan termination status. :

(2) Amounts listed reflect the immediate vesting of the company matching contribution due to the occurrence of a
termination or change-in-control. These amounts are also included in the Nonqualified Deferred Compensation
Table on page 129. Excludes the deferred stock award and the value of trust shares described in note
(2) following the Nonqualified Deferred Compensation Table on page 129.

(3) For retirement, reported amount is annual subsidy provided by TXU Corp.; for death, reported amount is death
benefit.
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(4) Payable only in the event of accidental death.

(5) Amount reported is annual payable benefit.

{6) Office and related services for one year (assume $5,000/month).

Mr. Wilder’s employment agreement provides for certain payments and benefits upon the expiration or
termination of the agreement under the following circumstances:

1. In the event of Mr. Wilder's death or disability:
a. a lump sum payment equal to two times the sum of his annualized buse salary plus his target
annual incentive;
b. a prorated annual incentive bonus for the year of termination;
C. payment of all outstanding long-term incentive awards at the times such awards would
otherwise have been paid in accordance with their terms;
d. immediate grant of all ungranted long-term incentive awards that would have been made
during the two-year period following the date of his death or disability;
e. distribution of trust shares immediately; and
f. certain continuing health care and company benefits.
2. In the event of Mr. Wilder’s termination without cause or resignation for good reason (regardless of

whether such termination or resignation follows a change-in-control}, Mr. Wilder would be eligible to
receive the following payments and benefits:

a. a lump sum cash payment equal to his base salary and annual incentive bonuses he wouid have
received through the remainder of the term of his employment agreement, with a minimum
payment equal to two times the sum of his annualized base salary and annual incentive bonus;

b. a prorated annual incentive bonus for the year of termination;

c. payment of all outstanding long-term incentive awards, at the times such awards would
otherwise have been paid in accordance with their terms (pursuant to the June 2005
amendment to his employment agreement, Mr. Wilder agreed to forego his right to
receive as yet ungranted long-term incentive awards post-termination);

d. distribution of the trust shares immediately;

e. certain continuing health care and company benefits; and

f. a tax gross-up payment to offset any excise tax that may result from the payments.

3. In the event Mr. Wilder voluntarily terminates his employment without good reason within six months

following a change in control of TXU Corp. which occurs on or before February 23, 2008, Mr. Wilder
would be eligible to receive the following payments and benefits:

a.

b.

a prorated annual incentive bonus for the year of termination;

payment of all outstanding long-term incentive awards at the times such awards would
otherwise have been paid in accordance with their terms;

certain continuing health care and company benefits;

distribution of the trust shares in accordance with the deferral election made by Mr. Wilder on
June 20, 2005; and

a tax gross-up payment to offset any excise tax that may result from the change in control
payments.
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Certain provisions of Mr. Wilder’s employment .agreement may be subject to Code Section 409A.
Accordingly, the agreement may be modified in order to comply with the requirements of Code Section 409A
and related guidance. Additionally, upon termination, Mr. Wilder will receive the trust shares and the deferred LTIP
award as disclosed in the Nongualified Deferred Compensation Table and narrative.

During the term of Mr. Wilder’s employment agreement, severance benefits and change in control benefits
provided pursuant to his employment agreement are in lieu of, and not in addition to, severance benefits and change -
in control benefits under TXU Corp.’s severance and change in control policies.

Mr. Campbell

Potential Payments to Mr. Campbell Upon Termination (per Employment Agreement)

Without
Cause or For
Good Reason
Without in Connection
Cause or For  With Change
Benefit Voluntary  For Cause Death Disability Good Reason in Control
CashSeverance. . . ... v .n $0 $0 $611,200 $611,200 $1,445,121 $1,833,600
Executive Annual Incentive Plan . . ... .. .. 30 $0 $229,200 $229,200 $0 $0
Equity
~LTIP . ... $0 50 $14,767941 514,767,941 $19,104,741 $19,104,741
Retirement Benefils
— TXU Supplemental Retirement Plant” . .. $28,848 $28.848 $31.626 $135,495 $28.848 $28.848
Deferred Compensation
— Salary Deferral Program . ., . ........ 50 $0 $85,579 $85,579 $85,579 $85,579
Health & Welfare
—MedicalCOBRA . . ............... 30 $0 $18,822 $0 $18,791 $18,791
—Demtal/COBRA . . ... ...... ... ... 50 $0 $1.676 $0 $1.676 $1,676
—Life Insvrance'™ _ ... L. 30 $0 $0 50 30 30
—AD&D® $0 $0 $765.000 $0 $0 $0
B 1 1 $0 50 $0 $229,200 $0 30
Other
— Excise Tax Gross-Ups . ............ $0 30 30 $0 $0 $2,010.876
Totals. . . ......... ... . . $28,848 $28.848 $16,511,044  $16,058,615 $20,684,756 $23,084,111

(1) Present value of accrued non-qualified pension, Amounts listed reflect the immediate vesting of retirement
benefits due to the TXU Retirement Plan being in a partial plan termination status.

(2) Amounts listed reflect the immediate vesting of the company matching contribution due to the occurrence of a
termination or change-in-control. These amounts are also included in the Nonqualified Deferred Compensation
table on page 129.

(3) For retirement, reported amount is annual subsidy provided by TXU Corp.; for death, reported amount is death
benefit.

(3) Payable only in the event of accidental death.

(4) Amount reported is the annual payable benefit.

Mr. Campbell’s employment agreement provides for certain payments and benefits upon the expiration or
termination of the agreement under the following circumstances:

L. In the event of Mr. Campbell’s death or disability:
a. a lump sum payment equal to his annualized base salary plus his target annual incentive;
b. a prorated annual incentive bonus for the year of termination;
c. payment of all outstanding long-term incentive awards at the times such awards would

otherwise have been paid in accordance with their terms;

d. immediate grant of all ungranted long-term incentive awards that would have been made
during the one-year period following the date of his death or disability; and

e. certain continuing health care and company benefits.
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2, In the event of Mr. Campbell’s termination without cause or resignation for good reason, Mr. Campbell
would be eligible to receive the following payments and benefits:

a.

e.

a lump sum cash payment equal to his base salary and the annual incentive bonuses he would
have received through the remainder of the term of his employment agreement, with a
minimum payment equal to the sum of his annualized base salary and annual incentive botus;

payment of all outstanding long-term incentive awards, as well as all ungranted long-term
incentive awards that would have been made during the remainder of the term of his
employment agreement, at the times that the awards would otherwise have been paid in
accordance with their terms;

a cash payment equal to the forfeited portion of Mr. Campbell’s accounts under the Salary
Deferral Program, and matching contributions that would have been made under the Salary
Deferral Program during the 12-month period following the termination;

the additional retirement compensation as if Mr. Campbell had worked through the expiration
of the term of his employment agreement; and

certain continuing health care and company benefits.

3. In the event of Mr. Campbell’s termination without cause or resignation for good reason within
24 months following a change in control of TXU Corp., Mr. Campbell would be eligible to receive the
following payments and benefiis:

a.

a lump sum cash payment equal to his base salary and the annual incentive bonuses he would
have received through the remainder of the term of his employment agreement, with a
minimum payment equal to three times the sum of his annualized base salary and annual
incentive bonus;

payment of all outstanding long-term incentive awards, as well as all ungranted long-term
incentive awards that would have been made during the remainder of the term of his
employment agreement, at the times that the awards would otherwise have been paid in
accordance with their terms;

a cash payment equal to the forfeited portion of Mr. Campbell’s accounts under the Salary
Deferral Program, and matching contributions that would have been made under the Salary
Deferral Program during the 24-month period following the termination;

the additional retirement compensation as if Mr. Campbell had worked through the expiration
of the term of his employment agreement;

certain continuing health care and company benefits; and

a tax gross-up payment to offset any excise tax which may result from the change in control
payments.

During the term of Mr. Campbell’s employment agreement, severance benefits and change in control benefits
provided pursuant to his employment agreement are in lieu of, and not in addition to, severance benefits and change
in control benefits under TXU Corp.’s severance and change in control policies.

-135-




Mr. Greene

Potential Payments to Mr. Greene Upon Termination (per TXU Corp. policy)

Without Cause
or For Good

Reason in
Connection
Without With Change
Benefit Retirement  Voluntary  For Cause Death Disability Cause in Control
Cush Severance., . . .. ... .. 50 30 $0 $0 $0  $1.318,200 $1,622,400
Executive Annual Incentive
Plan ............... $304,200 30 $0 $304,200 $304,200 30 $0
Equity
—LTIP . ............. $1,229,999 $0 $0 513,761,648  $13,761,648 50 $13,761,648
Retirement Benefits
- TXU Supplemental
Retirement Plan'" . . . .. 30 $0 $0 $0 30 50 50
— Retiree Medical® | . . ., $16,156 506 $0 $0 $0 $0 50
Deferred Compensation™
- Salary Deferral
Program .. ......... $299,202 $0 50 $320,551 $320,551 $0 $320,551
— Deferred & Incentive
Comp. Plan . ........ $1,547,334 $0 30 $1,547,334 $1,547,334 $0 $1,547.334
Health & Welfare
—MedicallCOBRA . . . . .. 30 %0 $0 30 $0 $16,652 $16,652
—Dental/COBRA . . . .. .. 30 $0 $0 30 $0 30 30
~Life Insurance™ ... ... 50 $0 30 30 $0 $0 50
~AD&D™ . ... 50 30 30 $0 %0 30 $0
—LTD®. .. ... ..., .. 30 30 $0 $0 %0 30 $0
Other
— Outplacement
Assistance . . . ... ... 30 $0 $0 $0 $0 $114,075 $114,075
- Split-Dollar Life
Insurance™ ... ... $292,695  $202,695  $292,695 $3,140,000 $292,695 $202,695 $292,695
— Excise Tax Gross-Ups. . . 30 $0 $0 $0 30 $0 $0
Totals. . .............. $3,689.586 $292.695 $292,695  $19,073,733  $16226428 $1,741,622 $17,675,355

(1) Mr. Greene is fully vested in all retirement benefits as disclosed in the Pension Benefits table on page 128,

(2) Amount reported is the annual subsidy provided by TXU Corp.

(3) Amounts listed reflect the immediate vesting of the company matching contribution due to the occurrence of a

termination or change-in-control.

(4) For retirement, reported amount is annual subsidy provided by TXU Corp.; for death, reported amount is death

benefit.

{(5) Payable only in the event of accidental death.

{6) Amount reported is the annual payable benefit.

(7) Amount reported, other than death benefit, is premiums for remaining four years.
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Mr. Baker
Potential Payments to Mr. Baker Upon Termination (per TXU Corp. policy)

Without Cause
or For Good

Reason in
Connection
Without With Change
Benefit Retirement  Voluntary  For Cause Death Disability Cause in Control
Cash Severance. . ..., .. .. 50 $0 S0 $0 30 51,643,200 $2,022,400
Executive Annual [ncentive
Plan .. ... . ... .... $379,200 $0 30 $379,200 $379,200 30 30
Equity
~LTIP.............. 31,212,064 $0 30 $18.536,924  $18.536,924 $0 $18,536.924
Retirement Benefils
- TXU Supplemental
Retirement Plan'' . . . | . $0 $0 $0 $0 $0 $0 $0
- Retiree Medical'™ _ .. .. $16,156 $0 $0 30 $0 $0 $0
Deferred Compensation'™
— Salary Deferral
Program . .......... $385.591 $0 $0 $407.257 $407.257 $0 $407,257
Deferred & Incentive Comp.
Plam ............... $2,278.106 50 50 $2,278,106 32,278,106 $0 $2.278,106
Health & Welfare
—Mcdical/COBRA . . . ... $0 $0 $0 $0 30 $16,652 $16,652
—Dental/COBRA . . . .. .. 30 $0 $0 30 30 $1.484 $1.484
- Life Insurance™ . . ., . $656 $0 $0 $1,264.000 S0 50 $0
—AD&D™ ... ... ... 30 $0 50 $633,000 $0 $0 $0
—LTD® $0 $0 $0 30 $300,000 $0 $0
Other
— Outplacement
Agsistunce . ... ... ... $0 $0 $0 $0 50 $142.200 $142.200
— Split-Dollar Life
Insurance” . ... ... $382.743 $382,743 $382.743 $3.960.000 $382.743 $382.743 $382,743
— Excise Tax Gross-Ups. . . 50 $0 $0 30 30 30 30
Totals, .. ............. $4,654,516 $382,743 $382,743 $27,458,487  $22.284230  $2,1%6,279 $23,787,766

(1) Mr. Baker is fully vested in all retirement benefits as disclosed in the Pension Benefits table on page 128.
{2) Amount reported is the annual subsidy provided by TXU Corp.

{3) Amounts listed reflect the immediate vesting of the company matching contribution due to the occurrence of a
termination or change-in-control. Excludes the deferred stock award described in note (3) following the
Nonqualified Deferred Compensation table on page 130.

(4) For retirement, reported amount is annual subsidy provided by TXU Corp.; for death, reported amount is death
benefit.

{3) Payable only in event of accidental death.
(6) Reported amount is annual benefit until retirement.
(7) Amount reported. other than death benefit, is premiums for remaining four years.

Additionally, upen termination, Mr. Baker will receive the deferred long-term incentive award disclosed in the
Nonqualified Deferred Compensation Table and narrative.
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Mr. Poole

Potential Payments to Mr. Poole Upon Termination (per Employment Agreement)

Without Cause

or For Good
Without Reason in
Cause or Connection
For Good With Change
Benefit Voluntary  For Cause Death Disability Reason in Control
Cash Severance . . . .............. 30 $0 $491,200 $491,200 $1,143.907 $1,143,907
Executive Annual Incentive Plan . . . . .. 30 $0 $184.200 $184,200 30 $0
Equity
—-LTIP. ... . . $0 $0 $8,765974  $8,765974 $12.018,574 $12,018,574
Retirement Benefits
- TXU Supplemental Retirement
Plan' . .. L $18,495 $18,495 $20,257 $74,563 $18,495 $18,495
Deferred Compeasation'™
— Salary Deferral Program. . . ... ... $0 30 $77,700 $77,700 871,700 $77.700
Health & Welfure
—Medical/lCOBRA . ............ $0 $0 $19,211 30 $18,749 $18,749
—Dental/COBRA .. ............ $0 $0 $1.,676 $0 31,676 51,676
—Life Insurance ... ... ... ... $0 50 $308,000 $0 $0 $0
—AD&DY L 30 $0 $615,000 $0 $0 30
LTD®™ $0 30 30 $153,504 $0 $0
Gther
- Excise Tax Gross-Ups .. ... ..... $0 $0 $0 30 50 $1,450,824
Totals .., .................... $18.495 $18,495 $10,483,218  $9,747,141  $13,279,101 $14,729,925

(1) Present value of accrued non-qualified pension. Amounts listed reflect the immediate vesting of retirement
benefits due to the TXU Retirement Plan being in a partial plan termination status.

(2) Amounts listed reflect the immediate vesting of the company matching contribution due to the occurrence of a
termination or change-in-control. These amounts are also included in the Nongualified Deferred Compensation
table on page 129,

(3) Payable only in the event of accidental death.

(4) Annual payable benefit.

Mr. Poole’s employment agreement provides for certain payments and benefits upon the expiration or
termination of the agreement under the following circumstances:

2.

d.

b.

€.

In the event of Mr. Poole’s death or disability:

a lump sum payment equal his annualized base salary plus his target annual incentive;
a proraled annual incentive bonus for the year of termination;

payment of all outstanding long-term incentive awards at the times such awards would
otherwise have been paid in accordance with their terms;

immediate grant of all ungranted long-term incentive awards that would have been made
during the one-year period following the date of his death or disability; and

certain continuing health care and company benefits.

In the event of Mr. Poole’s termination without cause or resignation for good reason, Mr. Poole would

be eligible to receive the following payments and benefits:

a.

a lump sum cash payment equal to his base salary and the annual incentive bonuses he would
have received through the remainder of the term of his employment agreement, with a
minimum payment equal to the sum of his annualized base salary and annual incentive bonus;

pziyment of all outstanding long-term incentive awards, as well as all ungranted long-term
incentive awards that would have been made during the remainder of the term of his
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employment agreement, at the times that the awards would otherwise have been paid in
accordance with their terms;

c. a cash payment equal to the forfeited portion of Mr. Poole’s accounts under the Salary Deferral
Program, and matching contributions that would have been made under the Salary Deferral
Program during the 12-month period following the termination;

d. the additional retirement compensation as if Mr. Poole had worked through the expiration of
the term of his employment agreement; and

e. certain continuing health care and company benefits.

3 In the event of Mr. Poole’s termination without cause or resignation for good reason within 24 months
following a change in control of TXU Corp., Mr. Poole would be eligible to receive the following
payments and benefits:

a. a lunp sum cash payment equal to his base salary and the annual incentive bonuses he would
have received through the remainder of the term of his employment agreement, with a
minimum payment equal to two times the sum of his annualized base salary and annual
incentive bonus;

b. payment of all outstanding long-term incentive awards, as well as all ungranted long-term
incentive awards that would have been made during the remainder of the term of his
employment agreement, at the times that the awards would otherwise have been paid in
accordance with their terms;

c. a cash payment equal to the forfeited portion of Mr. Poole’s accounts under the Salary Deferral
Program, and matching contributions that would have been made under the Salary Deferral
Program during the 24-month period following the termination;

d. the additional retirernent compensation as if Mr. Poole had worked through the expiration of
the term and his employment agreement;

e certain continuing health care and company benefits; and
f. a tax gross-up payment to offset any excise tax which may resuit from the change in control
payments,

During the term of Mr. Poole’s employment agreement, severance benefits and change in control benefits
provided pursuant to his employment agreement are in lieu of, and not in addition to, severance benefits and change
in control benefits under TXU Corp.’s severance and change in control policies,

Excise Tax Gross-Ups

Executives Covered by Employment Agreements: Upon a change in control of TXU Corp.,
Messrs. Wilder, Campbell and Poole (“the executive”) may be subject to certain excise taxes under Code
Section 4999 as a result of the application of Code Section 280G to any payments they receive in connection
with the change in control. Pursuant to their employment agreements, TXU Corp. has agreed to reimburse these
executives for all excise (and other special additional) taxes that are imposed on them, including those imposed
under Code section 4999, and any income and excise taxes that are payable by the executive as a result of any such
reimbursements.

The “Excise Tax Gross-Up” amount in the tables assumes that the executive is entitled to a full reimbursement
of the following expenses from TXU Corp.:

1. Any excise taxes that are imposed upon the executive as a result of the change in control;

2. Any income and excise taxes imposed upon the executive as a result of TXU Corp.’s reimbursement of
the excise tax amount; and
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3. Any additional income and excise taxes that are imposed upon the executive as a result of TXU Corp.’s
reimbursement for any excise or income taxes.

The calcutation is based upon Internal Revenue Code Section 4999, which provides for an excise tax rate of
20%, and assumes a 35% federal income tax rate, a 1.45% Medicare tax rate and a 0% state income tax rate, The
exccutives reside in the state of Texas, which does not impose a state income tax. For purposes of the Code
Section 280G calculation it is assumed that no amounts will be discounted as attributable to reasonable
compensation and no value will be attributed to the executive executing a non-competition agreement.

The Excise Tax Gross-Up will be payable to the executive for any excise tax incurred regardiess of whether his
employment is terminated. However, the actual amount of the Excise Tax Gross-Up will change based upon
whether the executive’s employment with TXU Corp. is terminated because the amount of compensation received
by the executive, and therefore subject to Internal Revenue Code Section 280G, will change. For purposes of Code
Section 280G, the Excise Tax Gross-Up was calculated assuming (1) that a change in control of TXU Corp.
occurred on December 31, 2006, using the value of TXU Corp.’s stock ($54.21) as of that date, and (2) that the
executive’s employment with TXU Corp. terminated on that same day. In addition, to the extent that any payout was
conditioned upon or determined based on achievement of performance criteria, it was assumed that such payout
would be at the target level of performance, which was 100%. It was also assumed that all payments will be made in
a manner that complies with Internal Revenue Code section 409A, which in some cases requires a delay in payment
until a date six months following the date of the executive’s termination of employment.

“At Will” Executives: Upon a change in control of TXU Corp., Mr. Greene and Baker (“the executive”) may
be subject to certain excise taxes under Internal Revenue Code Section 4999 as a result of the application of Internal
Revenue Code Section 280G to any payments he receives in connection with the change in control. The executive is
eligible for benefits under the TXU Corp.’s Executive Change in Control Policy. Pursuant to the Change in Control
Policy, TXU Corp. will reimburse the executive for all excise taxes that are imposed on the executive under
Section 4999, that are attributable to payments received pursuant to the Change in Control Policy, and any income
and excise taxes that are payable by the executive as a result of any such reimbursements. However, if the aggregate
value of payments subject to Code Section 280G received by the executive pursuant to the Policy {other than the
Excise Tax Gross-Up Amount) is less than 110% of the threshold amount as calculated in accordance with
section 280G (three times the executive’s average compensation over the five-year period immediately preceding
the change in control), then the payments received by the executive pursuant to the Change in Control Policy will be
reduced in lieu of payment of the Excise Tax Gross-Up amount. The Change in Control Policy provides benefits
only upon termination of employment within 24 months following a change in control. If the executive is subject to
the excise tax under Section 4999 on amounts he receives outside the policy, he will not receive the Excise Tax
Gross-Up payment for such amount.

The Excise Tax Gross-Up amount in the above tables assumes that Messrs. Greene and Baker are entitled to a
full reimbursement by TXU Corp. of the following expenses:

1. any excise taxes that are imposed upon the executive as a result of the change in control that are
attributable to payments received pursuant to the Change-in-Control Policy;

2. any income and excise taxes imposed upon the executive as a result of TXU Corp.’s reimbursement of
the excise tax amount; and

3. any additional income and excise taxes that are imposed upon the executive as a result of TXU Corp.’s
reimbursement for any excise or income taxes,

The calculation is based upon Internal Revenue Code Section 4999, which provides for an excise tax rate of
20%, and assumes a 35% federal income tax rate, a 1.45% Medicare tax rate and a 0% state income tax rate. The
executives reside in the state of Texas, which does not impose a state income tax. For purposes of the Section 280G
calculation it is assumed that no amounts will be discounted as attributable to reasonable compensation and no value
will be attributed to the executive executing a non-competition agreement.

The Excise Tax Gross-Up will be payable to the executive for any excise tax incurred on payments made
pursuant to the Change-in-Control Policy as a result of termination of employment within 24 months following a
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change in control. The Excise Tax Gross-Up was calculated assuming (1) that a change in control of TXU Corp.
occurred on December 31, 2006, using the value of TXU Corp.’s stock ($54.21) as of that date, and (2) that the
executive’s employment with TXU Corp. terminated on that same day. In addition, to the extent that any payout was
conditioned upon or determined based on achievement of performance criteria, it was assumed that such payout
would be at target level of performance, which was 100%. It was also assumed that all payments will be made in a
manner that complies with Internal Revenue Code section 409A, which in some cases requires a delay in payment
until a date six months following the date of the executive’s termination of employment.

Director Compensation

The table below sets forth information regarding the aggregate compensation paid to the members of the Board
of Directors during the fiscal year ended December 31, 2006. Directors who are officers, or former officers, of TXU
Corp. do not receive any fees for service as a director. TXU Corp. reimburses all directors for reasonable expenses
incurred in connection with their services as directors. Directors may be permitted to use company aircraft for travel
related to their services as directors.

Director Compensation

Fees Earned or All Other
Paid in Cash Stock Awards  Compengation
Name $" ®»? %> Total ($)
Leldon E.Echols ................... 84,500 100,000 - 184,500
Kemey Laday . . .. .................. 79,750 100,000 - 179,750
Jack E. Little . ............. ... ..... 94,750 100,000 - 194,750
Gerardo I Lopez . .................. 51,000 111,250 - 162,250
J. E. Qesterreicher .................. 90,000 100,000 - 190.000
Michael W. Ranger. . .. .............. 69,000 100,000 - 169,000
Leonard H. Roberts . ................ 81.000 100,000 - 181,000
GlenmF. Tilton. . . .................. 78,500 100,000 - 178,500
E.GaildePlanque .. ................ 82,000 100,000 - 182,000
William M. Griffin .. ........ ... ... .. 12,750 60,000 7,780 80,530

(1) Based on an analysis performed by the Organization and Compensation Committee’s independent
compensation consultant, the directors’ compensation was changed in 2006. During 2006, each director
received an annual board retainer of $45,000 plus $1,500 for each meeting attended. In addition, each
committee member received $1,500 for each committee meeting attended. This amount was increased from
$1,250 to $1.500 effective July 1, 2006. Non-chair members of the Audit Committee and the Nuclear
Committee received an annual fee of $3,000 and the chairs of the Audit Committee and the Nuclear
Committee received an annual fee of $10,000. The chairs of other committees received an annual fee of
$5,000. Amounts reported include amounts deferred under TXU Corp.’s Deferred Compensation Plan for
Outside Directors. as disclosed in footnote (2) below. Committee membership is set forth beginning on page 89.

(2) During 2006, each director received an annual grant of Common Stock with a market value equal $100,000
which is also the SFAS 123R value of these grants. Based on an analysis performed by the Organization and
Compensation Committee’s independent compensation consultant, the annual grant of TXU Corp. stock was
increased from $60,000 to $100,000, effective July I, 2006. For Mr. Lopez, this amount also includes $11,250
which is the portion of his annual retainer that he chose to receive in Common Stock. Amounts reported include
amounts deferred under the Deferred Compensation Plan for Outside Directors. Directors who receive a
retainer for their board service may elect to defer, in increments of 25%, all or a portion of their annual board
retainer and equity grant under the Deferred Compensation Plan for Outside Directors. Under the Deferred
Compensation Plan for Qutside Directors, a trustee purchases Common Stock with an amount of cash equal to
each participant’s deferred retainer and equity grant. The trustee established accounts for each participant
containing performance units equal to such number of shares of Common Stock. Each year, the participant
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selects a maturity period between three and ten years for that year's deferrals. On the expiration of the
applicable maturity period or upon a director’s death or disability, the trustee distributes the director’s maturing
accounts in cash based on the then current value of the performance units. Certain provisions of the Deferred
Compensation Plan for Outside Directors have been modified to comply with the requirements of Section 409A
and related guidance. The number of units and the market valve at December 31, 2006 of such units held in the
TXU Corp. Deferred Compensation Plan for Outside Directors was for Mr. Echols 0 ($0), Mr. Laday 10,055
($545,085), Dr. Little 27,899 ($1,512,428), Mr. Oesterreicher 29,094 ($1,577,188), Mr. Ranger 20,041
($1,086,452), Mr. Roberts 1,883 ($102,089), Mr. Tilton 2,792 ($151,341), Dr. de Planque 3,350 (5181,590)
and Mr, Griffin 5,196 ($281,675).

(3) TXU Corp. has implemented a scholarship funding program to honor retiring directors. Upon a director’s
retirement from the Board of Directors, TXU Corp. will fund two scholarships at a public university in a state
where the company does business, designated by the retiring director. The time period of such funding is equal
to the number of years the retiring director served on the Board of Directors, up to a maximum of 20 years. The
amount of each schotarship is the university’s then-current annual tuition (two semesters or the equivalent) for
Texas residents plus course fees and books, up to an aggregate maximum of $9,000. The amount listed as “All
Other Compensation” for Mr. Griffin is attributable to payments made in 2006 in his honor under this
scholarship program. Mr. William M. Griffin retired from the Board of Directors on February 16, 2006.

Directors and their spouses are invited to attend TXU Corp.’s strategy meeting. As part of the events associated
with this meeting, TXU Corp. pays for spousal travel, lodging and meals and for the directors and their spouses to
participate in various recreational events and entertainment. For 2006, the aggregate incremental cost to TXU Corp.
for such travel, lodging, events and entertainment was less than $10,000 for each director.

On July 1, 2005, the Board of Directors adopted stock ownership requirements for its members. In general,
each director will hold Common Stock having a value of at least:

1. $75.000 within two years of joining the Board of Directors; and
2. $150,000 within four years of joining the Board of Directors.

As of this time, all directors are compliant with the requirements.

Audit Committee Report

In addition 1o the preparation of this report, the principal purposes of the Audit Committee of the Board of
Directors are to:

1. Assist the Board of Directors in fulfilling its oversight respensibilities relating to:
a. the integrity of TXU Corp.’s financial statements;
b. TXU Corp.’s compliance with legal and regulatory requirements;
c. the independent auditor’s qualifications and independence;
d. the performance of TXU Corp.’s internal audit function and independent auditor; and
e. TXU Corp.’s system of internal controls over financial reporting, accounting, legal compliance

and ethics, including the effectiveness of disclosure controls and controls over processes that
could have a significant impact on TXU Corp.’s financial statements; and

2 Foster open communications among the independent auditor, financial and senior management,
internal audit and the Board of Directors.

The role and responsibilities of the Audit Committee are fully set forth in its written charter which was
approved by the Board of Directors and is available on TXU Corp.’s website at www.txucorp.com. The Audit
Committee consists solely of company directors who satisfy the requirements of independence and financial
literacy under applicable law and regulations of the SEC and the NYSE and is chaired by Leldon E. Echols. The
Audit Committee has directed the preparation of this report and has approved its content and submission to TXU
Corp.’s shareholders.
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The Audit Committee has received the written disclosures and letter from Deloitte & Touche LLP, the
mdependent auditor for TXU Corp., as required by Independence Standards Board Standard No. 1 (Independence
Discussions with Audit Committee), and has discussed with Deloitte & Touche its independence. The Audit
Committee has received reports from Deloitte & Touche and TXU Corp.’s management relating to services
provided by Deloitte & Touche and associated fees. In this regard, the Audit Committee has considered whether or
not the provision of non-audit services by Deloitte & Touche for the year 2006 is compatible with maintaining the
independence of the firm. In furtherance of the objective of assuring Deloitte & Touche’s independence, the Audit
Committee has adopted a policy relating to the engagement of TXU Corp.’s independent audnor as described under
“Selection of Independent Auditor” on pages 143 and 144 of this proxy statement.

The Audit Committee reviewed and discussed with TXU Corp.’s management and Deloitte & Touche the
interim unaudited financial statements and the audited consolidated financial statements of TXU Corp. for the year
ended December 31. 2006. The Audit Commitiee also discussed with Deloitie & Touche those matters required to
be discussed by the Public Company Accounting Oversight Board Interim Standard AU 380, Communications with
Audit Committees, and Rule 2-07 of SEC Regulation S-X concerning the quality of TXU Corp.’s accounting
principles as applied in its financial statements.

Based on its review and discussions, the Audit Committee recommended 1o the Board of Directors that the
audited consolidated financial statements be included in TXU Corp.’s Annual Report on Form 10-K for the year
ended December 31, 2006. Additionally, as noted hereinafter in this proxy statement, the Audit Committee selected
Deloitte & Touche to act as independent auditor for 2007, subject to shareholder approval.

Shareholder comments to the Audit Committee are welcomed and should be addressed to TXU Corp.’s
Secretary at 1601 Bryan Street, Dallas, Texas 75201-3411.

Audit Committee

Leldon E. Echols, Chair Jack E. Little
J. E. Oesterreicher Leonard H. Roberts

SELECTION OF INDEPENDENT AUDITOR

Subject to the approval of shareholders at the annual meeting, the Audit Committee has selected the firm of
Deloitte & Touche LLP 10 act as independent auditor for TXU Corp. for the year 2007 to audit the books of account
and records of TXU Corp. and to make a report thereon to the shareholders. The persons named in the proxy will,
unless otherwise instructed thereon, vote your shares in favor of the following resolution which will be submitted
for consideration:

RESOLVED that the selection of the firm of Deloitte & Touche LLP, independent auditor. to audit the books of
account and records of TXU Corp. for the year 2007, to make a report thereon, and to perform other services, be, and
it hereby is, approved.

Deloitte & Touche has been the independent auditor for TXU Corp. since its organization in 1996 and for TXU
Energy Industries Company (formerly Texas Utilities Company) since its organization in 1945, including the last
fiscal year.

The Audit Committee has adopted a policy relating to the engagement of TXU Corp.’s independent auditor.
The policy provides that in addition to the audit of the financial statements, related quarterly reviews and other audit
services, and providing services necessary to complete SEC filings, TXU Corp.’s independent auditor may be
engaged to provide non-audit services as described herein. Prior to engagement, all services to be rendered by the
independent auditor must be authorized by the Audit Committee in accordance with pre-approval procedures which
are defined in the policy. The pre-approval procedures require:

1. The annual review and pre-approval by the Audit Committee of all anticipated audit and non-audit
services; and

2. The quarterly pre-approval by the Audit Committee of services, if any, not previously approved and the
review of the status of previously approved services.
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The Audit Committee may also approve certain on-going non-audit services not previously approved in the
limited circumstances provided for in the SEC rules. All services performed by Deloitte & Touche for TXU Corp. in
2006 were pre-approved.

The policy defines those non-audit services which TXU Corp.’s independent auditor may also be engaged to

provide as follows:

k. Audit related services, including:

H

due diligence accounting consultations and audits related to mergers, acquisitions and
divestitures;

b. employee benefit plan audits,

C. accounting and financial reporting standards consultation: and

d. internal control reviews.
2. Tax related services, including:

a. tax compliance:

b. general tax consultation and planning; and

c. tax advice related to mergers, acquisitions, and divestitures.
3. Other services, including:

a. process improvement, review and assurance;

b. litigation and rate case assistance;

c. general research;

d. forensic and investigative services; and

e. training services.

The policy prohibits TXU Corp. from engaging its independent auditor to provide:

R S e S

Bookkeeping or other services related to TXU Corp.’s accounting records or financial statements;
Financial information systems design and implementation services;

Appraisal or valuation services, fairness opinions, or contribution-in-kind reports;

Actuarial services:

Internal audit outsourcing services;

Management or human resource functions;

Broker-dealer, investment advisor, or investment banking services;

Legal and expert services unrelated to the audit; and

Any other service that the Public Company Accounting Oversight Board determines, by regulation, to

be impermissible.

In addition, the policy prohibits TXU Corp.’s independent auditor from providing tax or financial planning
advice to any officer of TXU Corp.

Compliance with the Audit Committee’s policy relating to the engagement of Deloitte & Touche is monitored
on behalf of the Audit Committee by TXU Corp.’s chief internal audit executive. Reports from Deloitte & Touche
and the chief internal audit executive describing the services provided by the firm and fees for such services are
provided to the Audit Committee no less often than quarterly.
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For the years ended December 31, 2006 and 2005, fees billed to TXU Corp. by Deloitte & Touche LLP, the
member firms of Deloitte Touche Tohmatsu and their respective affiliates were as follows:

2006 2005

Audit Fees. Fees for services necessary to perform the annual audit, review
SEC filings, fulfill statutory and other service requirements, provide comfort
letters and conSents . . ... ... .. $ 6,227,000  $5,831,000

Audit-Related Fees. Fees for services including employee benefit plan

audits, due diligence related to mergers, acquisitions and divestitures,

accounting consultations and audits in connection with acquisitions, internal

control reviews, attest services that are not required by statute or regulation,

and consultation concerning financial accounting and reporting standards . . . 5.176.000 1,419,000
Tax Fees. Fees for tax compliance, tax planning. and tax advice related to

mergers and acquisitions, divestitures. and communications with and

requests for rulings from taxing authorities. . ... ... ... ... .. ... ... .. 253.000 115,000
All Other Fees. Fees for services including process improvement reviews,

forensic accounting reviews, litigation and rate case assistance, and training
SEIVICES. L o it 286,000 159.000

Total ... $11,942,000  $7,524.000

The amounts reported in the table above for 2005 differ from those reported in the 2006 proxy statement, due to
the movement of $350.000 from “Audit Fees™ to “Audit-Related Fees”. The amount in question was piid for a non-
statutorily required audit of financial statements of a subsidiary of TXU Corp. TXU Corp. believes this move more
accurately reflects the nature of the fees.

Representatives of Deloitte & Touche are expected to be present at the annual meeting and will have the
opportunity to make a statement, if they desire to do so, and to respond to appropriate questions.

The Board of Directors recommends a vote FOR approval of the independent auditor.

SHAREHOLDERS’ PROPOSALS

TXU Corp. has been advised that shareholders intend to introduce up to two proposals for action at the annual
meeting. The names and stock ownership of the submitting shareholders will be provided promptly either orally or
in writing upon request to TXU Corp.’s Secretary. The shareholder proposals are reproduced below in the form
received from the proponents, and TXU Corp. is not responsible for the accuracy or inaccuracy of any statements
made in the proposals or the supporting statements. Afier reviewing the proposals, management of TXU Corp. and
the Board of Directors have decided not to support the proposals for the reasons stated following each proposal.

Shareholder Proposal Related To TXU Corp.’s Adoption of Quantitative Goals For Emissions At Existing
And Proposed Plants

Whereas:

Coal-burning power plants are responsible for 80% of the carbon dioxide (CO,) emissions from all U.S. power
plants and are significant sources of mercury pollution. Texas power plants emit more mercury, a neurotoxin that
accumulates in the food chain, and more CO,. a greenhouse gas linked to climate change, than power plants in any
other state. TXU plans to build 11 of the 17 new pulverized coal plants proposed in Texas.

TXU is the tenth-largest emitter of CO, among U.S. power generators and three TXU plants rank in the top
10 nationwide for total mercury emissions. TXU's new coal-burning plants, each with a 50-year life expectancy,
will double generating capacity and may increase TXU's yearly CO, emissions from 55 million tons in 2004 to
133 million tons in 2011. (WSJ-A1 7/21/06) hitp:/fonline. wsj.com/article__print/SB 1153445491834 13209.html

CO; levels in the atmosphere are now higher than anytime in the past 400,000 years. Atmospheric levels of
CO,, which persists in the atmosphere for over 100 years, will continue to rise as long as emissions from human
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activities continue. In order to avoid the most damaging effects of climate change, scientists urge that global CO;
emissions be kept at 2004 levels for the next 50 years. http://fire.pppl.govienergy socolow 081304.pdf

While CO; is not now regulated federally or in Texas, the in-coming chair of the Senate environmental
committee has indicated that California’s new law requiring a 25% reduction in CO; by 2020 will be a
model for federal legislation. (AP 11/9/06) http://www.newspress.com/Top/Article/printArticle.jsp?1D=
56483766483 1308159& Section=LOCAL& Subsection=

TXU recently stated it will invest in CO2 capture and storage technology and design eight of the new plants for
retrofitting. However, pre-combustion CO; capture, the most efficient option, can only be used with coal
gasification, such as Integrated Gasification Combined Cycle (IGCC) technology. http://www.issues.org/22.1/

stephens.html.
Despite U.S. EPA findings that new IGCC technology “has a potential advantage in capturing and

sequestrating CO, at lower costs,” http://www.epa.gov/airmarkets/articles/IGCCfactsheet.html, TXU has
rejected 1GCC.

Eight of TXU's new plants will burn sub-bituminous coal; the other three will bumn lignite. Mercury
concentrations are three times higher in lignite coal than in sub-bituminous and harder to remove. TXU has
acknowledged that it cannot determine the impact on its operations or financial position of the 2005 EPA regulations
requiring a 70% reduction in mercury emissions by 2018.

TXU has pledged to reduce mercury and regulated pollutants by 20%. However in August, two administrative
law judges recommended that TXU’s permit application for one of the new lignite-fired plants be rejected because,
inter alia, the company failed to prove that its mercary control technology “is technically feasible.”

Resolved:

Shareholders request that the Board of Directors adopt guantitative goals for existing and proposed plants,
based on current and emerging technologies, to reduce (a) mercury emissions to levels achievable by the best
available control technology, and (b) total CO, emissions below 2004 levels; and that the company report to
shareholders by September 30, 2007, on its plans to achieve these goals. Such report shall omit proprietary
information and be prepared at reasonable cost.

The Board of Directors recommends a vote AGAINST this proposal for the following reasons:

As described under the caption “The Merger Agreement,” if the Merger is approved and completed, TXU
Corp. will no longer have publicly traded common stock. Approval of this proposal by the current shareholders of
TXU Corp. may divert resources from the day-to-day operations of the company and potentially from matters
refated to the completion of the Merger, even though the proposal may become moot. For this reason and the reasons
outlined below, the Board of Directors recommends that shareholders vote against this proposal.

* TXU Corp. has a long history of balancing responsibility for providing electricity with stewardship for the air,
land and water. The Board of Directors recommends voting against this proposal for two primary reasons. TXU
Corp. has already effectively implemented and gone beyond the first request, regarding goals for mercury
emissions. The second request, regarding reduction of carbon dioxide (CO,) emissions 10 below 2004 levels, is
unachievable without shutting down or curtailing production from existing plants and refraining from building any
of the three proposed new generating units that are still in TXU’s plans. Furthermore, as described below, TXU
Corp. is currently addressing the concerns raised in this resolution and the establishment of moot or unachievable
goals would not be in the best interest of our sharcholders.

With respect to mercury emissions, TXU Corp. has already committed to installing the best available control
technology on its existing and proposed plants. -

The request to return CO, emissions to below 2004 levels is unachievable with current technology and
generation options. In fact, without having built or operated any new generation facilities, TXU Corp.’s CO;
emissions for 2005 exceeded those in 2004 because of the demand for electricity and the generation mix available to
the company to meet this need. Emissions of CO, are not regulated and there are currently no control technologies

-146-




installed on fossil fuel power plants in the U.S. There are no economically viable control technologies currently
available. Returning future CO, emissions to 2004 levels would be tantamount to limiting existing plants to
operating at or below 2004 levels and not building any new generation. Texas has a critical and growing need for
additional generating capacity which will only increase in the next few years. The goal stipulated by this resolution
would prohibit TXU Corp. from helping meet this need, to the detriment of the company, its shareholders, and the
public.

While it is committed to helping 1o supply Texas' growing need for power, TXU Corp.. its management and the
Board of Directors, are acutely aware of and, sensitive to, carbon emissions concerns. Already the largest purchaser
of renewable wind energy in Texas and one of the largest in the U.S., TXU Corp. has committed to doubling its
renewable generating capacity in the next few years. TXU Corp. also has disclosed plans to add zero carbon
emitting nuclear generation to its future generation portfolio.

TXU Corp. is currently engaged in and/or funding research and development of carbon capture technologies
for application at fossil fuel power generating facilities. TXU Corp. has also recently announced a solicitation for
the development of two integrated gasification combined cycle (IGCC) plants and the company has also committed
to invest $400 million in demand side management initiatives over the next five years,

The Board of Directors Recommends a Vote AGAINST This Shareholder Proposal

Shareholder Proposal Requesting A Report On TXU Corp.’s Political Contributions And Expenditures

Resolved, that the sharcholders of TXU Corp.  (“the Company™) hereby request that the Company provide a
report, updated semi-annually, disclosing TXU’s:

1, Policies and procedures for political contributions and expenditures (both direct and indirect) made
with corporate funds,

2. Monetary and non-monetary political contributions and expenditures not deductible under section 162
(e)(1)(B) of the Internal Revenue Code, including but not limited to contributions to or expenditures on
behalf of political candidates, political parties, political committees and other political entities
organized and operating under 26 USC Sec. 527 of the Intenal Revenue Code and any portion of
any dues or similar payments made to any tax exempt organization that is used for an expenditure or
contribution if made directly by the corporation would not be deductible under section 162 (e){1XB)of
the Internal Revenue Code. The report shall include the following:

a. An accounting of TXU’s funds that are used for political contributions or expenditures as
described above;

b. Identification of the person or persons in TXU who participated in making the decisions to
make the political contribution or expenditure; and

c. The internal guidelines or policies, if any, governing TXU’s political contributions and
expenditures.

The report shall be presented to the board of directors’ audit committee or other relevant oversight committee
and posted on the company’s website to reduce costs to shareholders.
Supporting Statement

As long-term shareholders of TXU, we support transparency and accountability in corporate spending on
political activities. These activities include direct and indirect political contributions to candidates, political parties
or political organizations; independent expenditures; or electioneering communications on behalf of a federal, state
or local candidate.
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Disclosure is consistent with public policy and in the best interest of TXU and its shareholders. Absent a
system of accountability, company assets can be used for policy objectives that may be inimical to the long-term
interests of and may pose risks to TXU and its shareholders.

TXU contributed at least $25,000 and possibly more in corporate funds since the 2002 election cycle.
{PoliticalMoneyL.ine: www.fecinfo.comfcgi—winlirs_ef_inter.exc’?Dan:&sText=73214&5YR=2004) However,
its payments to trade associations used for political activities are undisclosed and unknown.

Trade Associations engage in political activities that may adversely impact the long-term interests of the
company and its shareholders and the company’s reputation. A critical issue is global warming which can have
serious consequences for TXU. For example, the Edison Electric Institute (EEI) continues to take a strong position
against government action on global warming. TXU 1s a member of EEL. Without disclosure, it is impossible for
shareholders to know how TXU’s payments to associations are used for political activities, including those opposing
government action on global warming.

Relying on publicly available data does not provide a complete picture of political expenditures. TXU’s Board
and shareholders need comptete disclosure to be able to fully evaluate the political use of corporate assets. Thus, we
urge your support for this critical governance reform.

The Board of Directors recommends a vote AGAINST this proposal for the following reasons:

As described under the caption “The Merger Agreement,” if the Merger is approved and completed, TXU
Corp. will no longer have publicly traded common stock. Approval of this proposal by the current shareholders of
TXU Corp. may divert resources from the day-to-day operations of the company and potentially from matters
related to the completion of the Merger, even though the proposal may become moot. For this reason and the reasons
outlined below, the Board of Directors recommends that shareholders vote against this proposal.

TXU Corp. has been actively engaged in an ongoing initiative to achieve excellence in corporate governance.
The Board of Directors believes that the adoption of this proposal is unnecessary since TXU Corp. does not use
corporate funds for any political contributions or expenditures, other than minor administrative expenses of the
employee political action committees (PACs) affiliated with TXU Corp., and it does not direct its payments to trade
associations to be used for political purposes.

Federal law and the laws of many states, including the laws of Texas, prohibit corporations from using
corporate funds for candidate contributions and restrict corporations from making certain other political
contributions or political expenditures. TXU Corp. complies fully with all federal, state and local laws and
regulations governing corporate political contributions.

TXU Corp.’s Code of Conduct, which is made available to all TXU Corp. employees and is also made available
on TXU Corp.’s website at www: txucorp.com, expressly prohibits the payment or use of corporate assets of any type
as payment, directly or indirectly, to any person, business, political organization, or public official for any unlawful
or unauthorized purpose. In addition, employees of TXU Corp. are restricted from making any political contribution
on behalf of TXU Corp. and from using any company Tesources to assist a candidate or elected official in any
campaign. The Code of Conduct does permit employees to form PACs to solicit contributions from management
and employees of TXU Corp.

Currently there are four employee PACs affiliated with TXU Corp. The primary purpose of these employee
PACs is to stimulate awareness of and participation in governmental and political processes by eligible employees.
Participation in an employee PAC is voluntary and not monitored by TXU Corp. All of the political contributions
from the employee PACs are funded solely by voluntary contributions of eligible employees, and no corporate funds
are involved in this process. As permitied by federal and Texas law, TXU Corp. pays minor administrative expenses
for the employee PACs.

Multiple affiliated PACs are considered as one PAC by governmental and regulatory agencies for the purpose
of tracking contribution limits. Each TXU Corp. employee PAC files monthly reports with the applicable federal
and state regulatory agencies as required by law. The PACs also follow all guidelines of the Federal Election
Campaign Act, the Bipartisan Campaign Reform Act and the Texas Ethics Commission. Any political contributions
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of the types described by the proponent that are made by TXU Corp.’s employee PACs are fully disclosed by both
the employee PAC and the recipients in publicly available filings as required by applicable federal and state laws.

With respect to trade associations, TXU Corp. does not direct its payments to be used for political purposes and
makes no contributions of corporate funds to any PAC affiliated with any trade association.

The Board of Directors believes that TXU Corp.’s current policies and practices as well as federal and state
reporting requirements are sufficient to advance TXU Corp.’s interest and provide ample public disclosure.
Providing a separate report as set forth in the proposal would create an unnecessary obligation and would therefore
not be a productive use of TXU Corp.’s assets.

The Board of Directors Recommends a Vote AGAINST This Shareholder Proposal

1f the Merger is completed, we will not have pubiic shareholders and there will be no public participation in any
future meeting of shareholders. However, if the Merger is not completed or if we are otherwise required to do so
under applicable law, we would hold a 2008 annual meeting of shareholders. Any sharcholder proposals for
inclusion in TXU Corp.’s 2008 proxy statement relating to the 2008 annual meeting must be received by the
Secretary of TXU Corp., at 1601 Bryan Street, Dallas, Texas 75201-3411, not later than the close of business on
March 26, 2008. If the date of the 2008 annual meeting of shareholders is moved more than 30 days before or 60 days
after the anniversary date of the 2007 annual meeting of shareholders, the shareholder must deliver the proposal not
earlier than the close of business on the 100th day prior to such annual meeting and not later than the close of
business on the later of the 75th day prior to such annual meeting or the 10th day following the day on which public
announcement of the date of such meeting is first made. Such proposals must also comply with the SEC’s rules
concerning the inclusion of shareholder proposals in company-sponsored proxy materials as set forth in Rule 14a-8
promulgated under the Exchange Act and our bylaws.

TXU Corp.’s restated bylaws require advance notice for any business to be brought before a meeting of
shareholders. For business to be properly brought before the 2008 annual meeting by a shareholder (other than in
connection with the election of directors; see “Election of Directors — Director Selection™ above), written notice of
the shareholders proposal must be received by the Secretary of TXU Corp. between May 31, 2008 and June 25,
2008. This notice period may change if the date of the annual meeting is advanced by more than 30 days or delayed
by more than 60 days from the anniversary date. The shareholder’s notice to the Secretary must contain a brief
description of the business to be brought before the meeting and the reasons for conducting such business at the
meeting, as well as certain other information. Additional information concerning the advance notice requirement
may be obtained from the Secretary of TXU Corp. at the address provided above or on TXU’s website.

In addition, the rules of the SEC allow TXU Corp. to use discretionary voting authority to vote on any matier
coming before the 2008 annual meeting of shareholders that is not included in the proxy statement for that meeting
if TXU Corp. does not have notice of the matter by lune 12, 2008.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may
read and copy any reports, statements or other information that we file with the SEC at the SEC’s public reference
room at the following location:

Public Reference Room
100 F Street, N.E.
Washington, D.C. 20549

Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. These SEC
filings are also available to the public from commercial document retrieval services and at the Internet World Wide
Web site maintained by the SEC at “http://www.sec.gov.” Reports, proxy statements and other information
concerning us may also be inspected at the offices of the NYSE at 20 Broad Street, New York, New York
10005, and the Chicago Stock Exchange at One Financial Place, 440 South LaSalle Sireet, Chicago, Illinois 60605.

MISCELLANEOUS

If you have any questions about this proxy statement, the annual meeting or the Merger or need assistance with
voling procedures, you should contact:

TXU Corp.

Energy Plaza

1601 Bryan Street

Dallas, Texas 75201-3411
Telephone: (214) 812-4600
Attention: Corporate Secretary
E-mail: anpualmeeting @xu.com

or our proxy solicitor,

Georgeson Inc.

17 State Street

New York, New York, 10004

Telephone: (212) 440-9800

Attention; TXU Annual Meeting of Shareholders
E-mail; txuinfo@georgeson.com

You should not send in your Common Stock certificates until you receive the transmittal materials from the
paying agent. If you have further questions about your Common Stock certificates or the exchange of our Common
Stock for cash, you should call the paying agent, whose contact information will be provided in the transmittal
materials.

You should rely only on the information contained in this proxy statement. We have not authorized anyone to
provide you with information that is different from what is contained in this proxy statement. This proxy statement
is dated July 24, 2007. You should not assume that the information contained in this proxy statement is accurate as
of any date other than that date. Neither the mailing of this proxy statement to shareholders nor the issuance of cash
in the Merger creates any implication to the contrary. This proxy statement does not constitute a solicitation of a
proxy in any jurisdiction where, or to or from any person (o whom, it is unlawful to make a proxy solicitation.
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AGREEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER (hereinafter called this “Agreement”), dated as of February 25,
2007, among TXU Corp., a Texas corporation (the “Company”), Texas Energy Future Holdings Limited
Partnership, a Delaware limited partnership (“Parent”), and Texas Energy Future Merger Sub Corp, a Texas
corporation and a wholly owned subsidiary of Parent (“Merger Sub,” the Company and Merger Sub sometimes
being hereinafter collectively referred to as the “Constituent Corporations™).

RECITALS

WHEREAS, Parent, the board of directors of Merger Sub, and the board of directors of the Company,
following the unanimous recommendation of the Strategic Transactions Committee of the board of directors of the
Company (the “Transactions Committee”), have unanimously (by all directors voting) approved this Agreement
and the merger of Merger Sub with and into the Company (the “Merger”) upon the terms and subject to the
conditions set forth in this Agreement and have authorized the execution hereof, and the board of directors of the
Company has adopted a resolution unanimously (by all directors voting) recommending that this Agreement and the
plan of merger set forth in this Agreement be approved by the shareholders of the Company.

WHEREAS, contemporaneously with the execution and delivery of this Agreement, and as a condition to the
willingness of the Company to enter into this Agreement, each of KKR 2006 Fund L.E, TPG Partners V, L.P.,
Citigroup Global Markets Inc. and Morgan Stanley & Co. Incorporated (the “Guarantors™) are each entering into a
guarantee in favor of the Company in the form attached hereto as Exhibit A (the “Guarantee™), pursuant to which the
Guarantors are severally guaranteeing certain obligations of Parent and Merger Sub in connection with this
Agreement.

WHEREAS, the Company, Parent and Merger Sub desire to make certain representations, warranties,
covenants and agreements in connection with this Agreement.

NOW, THEREFORE, in consideration of the premises, and of the representations, warranties, covenants and
agreements contained herein, the parties hereto agree as follows:

ARTICLE 1
The Merger; Closing: Effective Time

1.1 The Merger.  Upon the terms and subject to the conditions set forth in this Agreement, at the Effective
Time, Merger Sub shall be merged with and into the Company, in accordance with the provisions of Chapter 10 of
the Texas Business Organizations Code (the “TBOC”), and the separate corporate existence of Merger Sub shall
thereupon cease. The Company shall be the surviving corporation in the Merger (sometimes hereinafter referred to
as the “Surviving Corporation”), and the Company shall continue its corporate existence under the Laws of the State
of Texas, with all its rights, privileges, immunities, powers and franchises, shall continue unaffected by the Merger,
except as set forth in Article 11. The Merger shall have the effects provided by this Agreement and the TBOC and
other applicable Law. Without limiting the foregoing, and subject thereto, from and after the Effective Time, the
Merger shall have the effects specified in Section 10.008 of the TBOC.

1.2 Closing.  Unless otherwise mutually agreed in writing between the Company and Parent, the closin g for
the Merger (the “Closing™) shall take place at the offices of Simpson Thacher & Bartlett LLP, 425 Lexington
Avenue, New York, New York, at 9:00 a.m. (Eastern Time) on the second business day following the day on which
the last to be satisfied or waived of the conditions set forth in Article VII (other than those conditions that by their
nature are to be satisfied at the Closing, but subject to the satisfaction or waiver of those conditions) shall be satisfied
or waived in accordance with this Agreement; provided, however, that if the Marketing Period has not ended at the
time of the satisfaction or waiver of the conditions set forth in Article VII {excluding conditions that by their nature,
cannot be satisfied until the Closing, but subject to the satisfaction or waiver of such conditions at the Closing), the
Closing shall occur on the date following the satisfaction or waiver of such conditions that is the earliest to occur of
{a) a date during the Marketing Period to be specified by Merger Sub on no less than two business days’ notice to the
Company, (b) the final day of the Marketing Period and (c) the Termination Date. The date on which the Closing
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actually occurs is hereinafter referred to as the “Closing Date”. For purposes of this Agreement, the term “business
day” shall mean any day ending at 11:59 p.m. (Eastern Time} other than a Saturday or Sunday or a day on which
banks are required or authorized to close in the City of New York.

1.3 Effective Time. As soon as practicable following the Closing, the Company and Parent will cause a
certificate of merger (the “Certificate of Merger™) to be executed and delivered 1o the Secretary of State of the State
of Texas for filing as provided under Section 10.153 of the TBOC. The Merger shall become effective at the time
when the Certificate of Merger has been duly filed by the office of the Secretary of State of the State of Texas and a
written acknowledgement of filing has been delivered by the office of the Secretary of State of the State of Texas
pursuant to Section 4.002 of the TBOC, or at such later date as Parent and the Company shall agree and specify in
the Certificate of Merger (the “Effective Time™).

ARTICLE Il

Certificate of Formation and Bylaws of
the Surviving Corporation

2.1 The Certificate of Formation. At the Effective Time, the certificate of formation of the Company shall
be amended in its entirety to read in the form of the certificate of formation of Merger Sub as in effect immediately
prior to the execution of this Agreement, except that the name of the Surviving Corporation shall be “TXU Corp.”,
and, as amended, shall be the certificate of formation of the Surviving Corporation (the “Charter”), until thereafter
amended as provided therein or by applicable Law.

2.2 The Bylaws. The parties hereto shall take all actions necessary so that the bylaws of the Company in
effect immediately prior to the Effective Time shall be amended so as to read in their entirety in the form of the
bylaws of Merger Sub, and, as so amended, shall be the bylaws of the Surviving Corporation (the “Bylaws™), until

thereafter amended as provided therein or by applicable Law.

ARTICLE 111

Directors and Officers of the Surviving Corporation

3.1 Directors. The parties hereto shall take all actions necessary so that the directors of Merger Sub at the
Effective Time shall, from and after the Effective Time, be the directors of the Surviving Corporation until their
successors have been duly elected or appointed and qualified or until their earlier death, resignation or remaval in
accordance with the Charter and the Bylaws.

3.2 Officers. The officers of the Company at the Effective Time shall, from and after the Effective Time, be
the officers of the Surviving Corporation until their successors shall have been duly elected or appointed and
qualified or until their earlier death, resignation or removal in accordance with the Charter and Bylaws.

ARTICLE IV

Effect of the Merger on Capital Stock;
Exchange of Cenificates

4.1 Effect on Capital Stock.  Atthe Effective Time, as a result of the Merger and without any action on the
part of the Company, the holder of any capital stock of the Company or the sole shareholder of Merger Sub:

(a) Merger Consideration. Each share of the Common Stock, no par value, of the Company (a “Share” or,
collectively, the “Shares”) issued and outstanding immediately prior to the Effective Time other than (i) Shares
owned by Parent, Merger Sub or any other direct or indirect wholly-owned Subsidiary of Parent and Shares owned
by the Company or any direct or indirect wholly-owned Subsidiary of the Company, and in each case not held on
behalf of third parties and (ii} Shares that are owned by shareholders who have not voted such Shares in favor of the
Merger and who have otherwise taken all of the steps required by Subchapter H of Chapter 10 of the TBOC to
properly exercise and perfect such sharcholders’ dissenters rights (“Dissenting Shareholders™) (each Share referred
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to in clause (i) or clause (i1) being an “Excluded Share” and collectively, “Excluded Shares™) shall be converted into
the right to receive $69.25 per Share in cash (the “Per Share Merger Consideration™). At the Effective Time, all of
the Shares (other than Shares to remain outstanding pursuant to Section 4.1({b)) shall cease to be outstanding, shall
be cancelled and shall cease to exist, and each certificate (a “Certificate™) formerly representing any of the Shares
(other than Excluded Shares) shall thereafter represent only the right to receive the Per Share Merger Consideration,
without interest, and each certificate formerly representing Shares owned by Dissenting Shareholders shall
thereafter only represent the right to receive the payment to which reference is made in Section 4.2(f).

(b) Cancellation of Excluded Shares. Each Excluded Share referred to in Section 4.1(a)(i) or 4.1(a)ii)
(other than any Shares owned by any wholly-owned Subsidiary of the Company (including for these purposes TXU
US Holdings Company), which shall remain outstanding) shall, by virtue of the Merger and without any action on
the part of the holder thereof. cease to be outstanding, shall be cancelled without payment of any consideration
therefor and shall cease to exist, subject to the right of the holder of any Excluded Share referred to in
Section 4.1(a)(ii) to receive the payment to which reference is made in Section 4.2(f).

(c) Merger Sub. At the Effective Time, each share of common stock, no par value, of Merger Sub issued and
outstanding immediately prior to the Effective Time shall be converted into one share of common stock, no par
value, of the Surviving Corporation.

4.2 Exchange of Certificates.

(a) Paying Agent. Prior to the Closing Date, the Company shall use its reasonable best efforts to enter into a
paying agent agreement with a paying agent selected by Parent with the Company’s prior approval (such approval -
not to be unreasonably withheld, conditioned or delayed) (the “Paying Agent”). At the Closing, Parent shall deposit,
or shall cause to be deposited, with the Paying Agent, for the benefit of the holders of Shares, a cash amount in
immediately available funds necessary for the Paying Agent to make payments under Section 4.1(a) (such cash
being hereinafter referred to as the “Exchange Fund"), provided that to the extent such deposits are being funded
with the proceeds of the Debt Financing, Parent must deposit or cause to be deposited such funds by no later than
immediately after the Effective Time. The Paying Agent shall invest the Exchange Fund as directed by Parent,
provided that such investments shall be in obligations of or guaranteed by the United States of America, in
commercial paper obligations rated A-1 or P-1 or better by Moody's Investors Service, Inc. or Standard & Poor’s,
respectively, in certificates of deposit, bank repurchase agreements or banker’s acceptances of commercial banks
with capital exceeding $1 billion, or in money market funds having a rating in the highest investment category
granted by a recognized credit rating agency at the time of investment. Any interest and other income resulting from
such investment shall become a part of the Exchange Fund, and any amounts in excess of the amounts payable under
Section 4.1(a) shall be promptly returned to the Surviving Corporation. To the extent that there are any losses with
respect to any such investments, or the Exchange Fund diminishes for any reason below the level required for the
Paying Agent to make prompt cash payment under Section 4.1(a), Parent shall, or shall cause the Surviving
Corporation to, promptly replace or restore the cash in the Exchange Fund so as to ensure that the Exchange Fund is
at all times maintained at a level sufficient for the Paying Agent to make such payments under Section 4.1(a).

(b) Exchange Procedures. As promptly as practicable after the Effective Time. the Surviving Corporation
shall cause the Paying Agent to mail to each holder of record of Shares evidenced by Certificates {other than holders
of Excluded Shares) (i) a letter of transmittal in customary form specifying that delivery shall be effected, and risk
of loss and title to the Certificates shall pass, only upon delivery of the Centificates {or affidavits of loss in lieu
thereof as provided in Section 4.2(e)) to the Paying Agent, such letter of transmittal to be in such form and have such
other provisions as Parent and the Company may reasonably agree, and (ii) instructions for use in effecting the
surrender of the Certificates (or affidavits of loss in lieu thereof as provided in Section 4.2(e)} in exchange for the
Per Share Merger Consideration. Upon surrender of a Certificate (or affidavit of loss in lieu thereof as provided in
Section 4.2(e)) to the Paying Agent in accordance with the terms of such letter of transmittal, duly executed, the
holder of such Certificate shall be entitled ta receive in exchange therefor a cash amount in immediately available
funds (after giving effect to any required Tax withholdings as provided in Section 4.2(g)) equal to (x) the number of
Shares represented by such Certificate (or affidavit of loss in lieu thereof as provided in Section 4.2(e)) multiplied
by (v} the Per Share Merger Consideration, and the Certificate so surrendered shall forthwith be cancelled. No
interest will be paid or accrued on any amount payable upon due surrender of the Certificates. In the event of a
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transfer of ownership of Shares that is not registered in the transfer records of the Company, a check for any cash to
be exchanged upon due surrender of the Certificate may be issued to such transferee if the Certificate formerly
representing such Shares is presented to the Paying Agent, accompanied by all documents reasonably required to
evidence and effect such transfer and to evidence that any applicable stock transfer taxes have been paid or are not
applicable. As promptly as practicable after the Effective Time, the Paying Agent will mail to each holder of Shares
represented by book-entry on the records of the Company or the Company’s transfer agent, on behalf of the
Company (“Book-Entry Shares”), other than Excluded Shares, a check in the amount of the number of Shares held
by such holder as Book-Entry Shares multiplied by the Per Share Merger Consideration.

(c) Transfers. Fromand after the Effective Time, there shall be no transfers on the stock transfer books of the
Company of the Shares that were outstanding immediately prior to the Effective Time. If, after the Effective Time,
any Certificate is presented to the Surviving Corporation, Parent or the Paying Agent for transfer, it shall be
cancelled and exchanged for the cash amount in immediately available funds to which the holder thereof is entitled
pursuant to and in accordance with this Article 1V.

(d) Termination of Exchange Fund. Any portion of the Exchange Fund (including the proceeds of any
investments thereof) that remains unclaimed by the shareholders of the Company for 180 days after the Effective Time
shall be delivered to the Surviving Corporation upon demand. Any holder of Shares {other than Excluded Shares) who
has not theretofore complied with this Article IV shall thereafter look only to the Surviving Corporation for payment
of the Per Share Merger Consideration (after giving effect to any required Tax withholdings as provided in
Section 4.2(g)) upon due surrender of ity Certificates {or affidavits of loss in lieu thereof as provided in
Section 4.2(¢)), without any interest thereon. Notwithstanding the foregoing, none of the Surviving Corporation,
Pasent, the Paying Agent or any other Person shall be liable to any former holder of Shares for any amount properly
delivered to a public official pursuant to applicable abandoned property, escheat or similar Laws. Any amounts
remaining unclaimed by holders of any Shares at such date as is immediately prior to the time at which such amounts
would otherwise escheat to or become property of any Governmental Entity shall, to the extent permitied by
applicable Law, become the property of the Surviving Corporation, free and clear of any claims or interests of any such
holders or their successors, assigns or personal representatives previously entitled thereto. For the purposes of this
Agreement, the term “Person” shall mean any individual, corporation (including not-for-profit), general or limited
partnership, limited liability company, joint venture, estate, trust, association, organization, Governmental Entity or
other entity of any kind or nature.

(e) Lost, Stolen or Destroved Certificates. In the event any Certificate shall have been lost, stolen or
destroyed, upon the making of an aftidavit of that fact by the Person claiming such Certificate to be lost, stolen or
destroyed and, if required by Parent, the posting by such Person of a bond in customary amount and upon such terms
as may be required by Parent as indemnity against any claim that may be made against it or the Surviving
Corporation with respect to such Certificate, the Paying Agent will issue a check in the amount (after giving effect to
any required Tax withholdings as provided in Section 4.2(g)) equal to the number of Shares represented by such lost,
stolen or destroyed Certificate multiplied by the Per Share Merger Consideration.

(f) Dissenting Shares. Notwithstanding any other provision contained in this Agreement, Shares that are
issued and outstanding as of the Effective Time and that are held by a shareholder who has not voted such shares in
favor of the Merger and who has otherwise taken all of the steps required by Subchapter H of Chapter 10 of the
TBOC to properly exercise and perfect such shareholder’s dissenter’s rights shall be deemed to have ceased to
represent any interest in the Surviving Corporation as of the Effective Time and shall be entitled to those rights and
remedies set forth in Subchapter H of Chapter 10 of the TBOC; provided, however, that in the event that a
shareholder of the Company fails to perfect, withdraws or otherwise loses any such right or remedy granted by the
TBOC, the Shares held by such shareholder shall be converted into and represent only the right to receive the Per
Share Merger Consideration specified in this Agreement. The Company shall give Parent (i) prompt notice of any
written demands for payment for Shares, attempted withdrawals of such demands, and any other instruments served
pursuant to applicable Law that are received by the Company with respect to shareholders’ rights to dissent and
(ii) the opportunity to participate in and direct all negotiations and proceedings with respect to any such demands.
The Company shall not, without the prior written consent of Parent, voluntarily make any payment with respect to,
or settle or offer to settle any such demands.
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(g) Wirhholding Rights. Each of Parent and the Surviving Corporation shall be entitled to deduct and
withhold from the consideration otherwise payable pursuant to this Agreement such amounts as it is required to
deduct and withhold with respect to the making of such payment under the Code, or any other applicable state, local
or foreign Tax Law. To the extent that amounts are so withheld by the Surviving Corporation or Parent, as the case
may be, such withheld amounts (i) shall be remitted by Parent or the Surviving Corporation, as applicable, to the
applicable Governmental Entity, and (ii) shall be treated for all purposes of this Agreement as having been paid to
the Person in respect of which such deduction and withholding was made by the Surviving Corporation or Parent, as
the case may be.

(h) No Further Dividends. No dividends or other distributions with respect 1o capital stock of the Surviving
Corporation with a record date on or after the Effective Time shall be paid to the holder of any unsurrendered
Certificate or Book-Entry Shares.

4.3 Treamment of Stock Plans.

(a) Restricted Stock Awards. Except to the extent otherwise agreed to by Parent and the holder thereof,
immediately prior to the Effective Time, all restricted stock awards (“Restricted Shares™) granted pursuant to the
Stock Plans or otherwise that remain unvested shall automatically become fully vested and free of any forfeiture
restrictions and each Restricted Share shall be considered an outstanding Share for all purposes of this Agreement,
including the right to receive the Per Share Merger Consideration in accordance with Section 4.1(a) and subject to
the provisions of Section 4.2(g). To the extent that the award agreement relating to any Restricted Shares provides
that the number of such shares that will vest will depend on the achievement of targets measured by total
shareholder return, the number of Restricted Shares that will vest in accordance with the prior sentence shall be
determined in the same manner as specified in Section 4.3(b).

(b) Performance Awards. Except as provided in Section 4.3(c) or to the extent otherwise agreed to by Parent
and the holder thereof, immediately prior to the Effective Time, ali performance awards (“Performance Awards”)
granted under the Stock Plans that remain unvested shall automatically become fully vested and free of any
forfeiture restrictions immediately prior to the Effective Time and, at the Effective Time, shall be paid out. in a lump
sum cash payment equal to the product of (x) the number of Shares payable pursuant to each such Performance
Award, based on performance through the Effective Time as determined by the Organization & Compensation
Committee of the board of directors of the Company measured by the Per Share Merger Consideration (with awards
measured on absolute performance adjusted for the duration of the performance period through the Effective Time),
and (y) the Per Share Merger Consideration (the “Performance Award Merger Consideration™) in accordance with
Section 4.1(a) and subject to the provisions of Section 4.2(g).

{c) Performance Awards Held by Designated Officers. Notwithstanding Section 4.3(b), except to the extent
otherwise agreed to by Parent and the holder thereof, immediately prior to the Effective Time, all Performance
Awards held by the members of the Company’s Designated Officers (as defined in Section 5.1(hY) that remain
unvested shall automaticaily (i) become fully vested and free of any forfeiture restrictions immediately prior to the
Effective Time, (ii) be converted at the Effective Time into a cash amount in the same manner as specified in
Section 4.3(b) and (iii) be paid out in cash in a lump sum at the end of each such award’s currently existing
performance period, subject to the provisions of Section 4.2(g).

(d) Share-Based Benefirs Under Deferred Compensation Plans. At the Effective Time, cach right of any
kind, contingent or accrued, to receive payments or benefits measured by the value of Shares under any Company
Benefit Plans, other than Restricted Shares and Performance Awards, shall entitle the beneficiary thereof to receive
an amount in cash equal to the product of (x) the total number of Shares subject thereto immediately prior to the
Effective Time and (y) the Per Share Merger Consideration.

{e) Corporate Actions. At or prior to the Effective Time, the Company, the board of directors of the
Company and the organization and compensation committee of the board of directors of the Company, as
applicable, shall adopt resolutions to implement the provisions of Sections 4.3(a), 4.3(b), 4.3(c) and 4.3(d).

4.4 Adjustments to Prevemt Dilution. In the event that the Company changes the number of Shares or
securities convertible or exchangeable into or exercisable for Shares issued and outstanding prior to the Effective
Time as a result of a reclassification, stock split (including a reverse stock split), stock dividend or distribution,
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recapitalization, merger, issuer tender or exchange offer, or other similar transaction, provided that no such action
shall be taken in violation of Section 6.1, the Per Share Merger Consideration shall be equitably adjusted.

4.5 Treatment of the Convertible Notes. The Floating Rate Convertible Senior Notes due 2033 of the
Company (the “Convertible Senior Notes”) shall be treated as set forth in Section 6.12.

ARTICLE V

Representations and Warranties

5.1 Representations_and Warranties of the Company. Except as set forth in reasonable detail in the
Company’s Annua} Report on Form 10-K for the year ended December 31, 2005, the Company’s Quarterly Reports
on Form 10-Q for the periods ended March 31, 2006, June 30, 2006 and September 30, 2006, the Company’s
Current Reports on Form 8-K filed since January 1, 2006 and the Company’s proxy statement on Schedule 14A filed
with the SEC on April 5, 2006, in each case, filed with the SEC prior to the date hereof (other than disclosures in the
“Risk Factors” sections thereof or any such disclosures included in such filings that are cautionary, predictive or
forward-looking in nature) (it being agreed that such disclosures shall not be exceptions to Sections 5. 1{b)(i). 5.1(c)
and 5.1(d)(i)), or in the corresponding sections or subsections of the disclosure leiter delivered to Parent by the
Company prior to entering into this Agreement (the “Company Disclosure Letter”) (it being agreed that disclosure
of any item in any section or subsection of the Company Disclosure Letter shall be deemed disclosure with respect
10 any other section or subsection to which the relevance of such item is reasonably apparent, provided that no such
disclosure shall be deemed to qualify Section 5.1(f)(i} or Section 6.1 unless expressly set forth in Section 5.1 (H(yor
Section 6.1, as applicable, of the Company Disclosure Letter), the Company hereby represents and warrants to
Parent and Merger Sub that:

(a) Organization. Good Standing and Qualification. Each of the Company and its Subsidiaries is a legal
entity duly organized, validly existing and in good standing under the Laws of its respective jurisdiction of
organization and has all requisite corporate or similar power and authority to own, lease, use and operate its
properties and assets and to carry onits business as presently conducted and is qualified to do business and is in good
standing as a foreign corporation or similar entity in each jurisdiction where the ownership, leasing or operation of
its assets or properties or conduct of its business requires such qualification, except where the failure to be so
organized, qualified or in good standing, or to have such power or authority, would not be, individually or in the
aggregate, reasonably expected to have a Company Material Adverse Effect. The Company has made available to
Parent complete and correct copies of the Company’s and its Significant Subsidiaries certificates of incorporation
and bylaws or comparable governing documents, each as amended to the date hereof, and each as so made available
is in effect on the date hereof.

As used in this Agreement, the term (i) © ubsidiary” means, with respect to any Person, any other Person of
which at least a majority of the securities or other ownership interests having by their terms ordinary voting power to
glect a majority of the board of directors or other persons performing similar functions is directly or indirectly
owned or controlied by such Person and/or by one or more of its Subsidiaries; provided, however, that neither TXU
Europe Limited, nor any entity directly or indirectly owned by TXU Europe Limited shall be deemed to be a
“Subsidiary” of the Company or any of the Company’s Subsidiaries for purposes of this Agreement; (i) “Significant
Subsidiary” has the meaning set forth in Rule 1.02(w) of Regulation S-X under the Securities Exchange Actof 1934
and the rules and regulations promulgated thereunder, as amended (the “Exchange Act”): (iii) “Affiliate”” means,
with respect to any Person. any other Person, directly or indirectly, controlling, controlled by, or under common
control with, such Person. For purposes of this definition. the term “control” (including the correlative terms
“controlling”, “controlled by” and “under common control with”) means the possession, directly or indirectly, of
the power to direct or cause the direction of the management and policies of a Person, whether through the
ownership of voting securities, by contract or otherwise; and (iv) “Company Material Adverse Effect” means a
material adverse change or effect on the financial condition, business, assets, or results of operations of the

A-6




Company and its Subsidiaries laken as a whole; provided, however, that none of the following shall constitute or be
taken into account in determining whether there has been or is a Company Material Adverse Effect:

{A) chunges in general economic or political conditions or the securities, credit or financial markets in
general in the United States or in the State of Texas or changes that are the result of acts of war or terrorism
(other than such acts that cause any damage or destruction to or render physically unusable any facility or
property of the Company or any of its Subsidianes);

{B) any adoption, implementation, promulgation, repeal, modification, reinterpretation or proposal of
any rule, regulation, ordinance, order, protocol or any other Law of or by any national, regional, state or local
Governmental Entity (including, for the avoidance of doubt, ERCOT);

(C) changes or developments in national, regional or state wholesale or retail markets for fuel, including,
without limitation. changes in natural gas or other commodity prices or in the hedging markets therefor, or
related products;

(D) changes or developments in national, regional or state wholesale or retail electric power prices;

(E) system-wide changes or developments in national, regional or state electric transmission or
distribution systems, other than changes or developments involving physical damage or destruction to or
rendering physically unusable facilities or properties;

(F) changes that are the result of factors generally affecting any business in which the Company and its
Subsidiaries operate, other than changes or developments involving physical damage or destruction to or
rendering physically unusable facilities or properties;

(G) uny loss or threatened loss of, or adverse change or threatened adverse change in. the relationship of
the Company or any of its Subsidiaries with its customers. employees, regulators, financing sources or
suppliers to the extent caused by the pendency or the announcement of the transactions contemplated by this
Agreement;

(H} changes or effecis to the extent relating to the entry into, pendency of actions contemplated by, or the
performance of obligations required by this Agreement or consented to by Parent, including any change in the
Company’s credit ratings to the extent relating thereto and any actions taken by the Company and its
Subsidiaries that is not in violation of this Agreement to obtain approval from any Governmental Entity for
consummation of the Merger;

(I) changes in any Law or GAAP or interpretation thereof after the date hereof;

(I} any failure by the Company to meet any internal or public projections or forecasts or estimates of
revenues or earnings for any period ending on or after the date of this Agreement, provided that the exception
in this clause shall not prevent or otherwise affect a determination that any change. effect, circumstance or
development underlying such failure has resulted in, or contributed to, a Company Material Adverse Effect;

(K) changes or developments arising out of or related to any proceeding or action by or before a
Governmental Entity to the extent affecting the plans of the Company and its Subsidiaries for the development
of new generation capacity in the State of Texas, including any litigation with respect thereto: and

(L) a decline in the price or trading volume of the Company common stock on the New York Stock
Exchange (the "NYSE") or the Chicago Stock Exchange, provided that the exception in this clause shall not
prevent or otherwise affect a determination that any change, effect, circumstance or development underlying
such decline has resulted in, or contributed to, a Company Material Adverse Effect;

provided. further. that (x) matters, changes or developments set forth in clauses (A) through (F) above (other than
action of the Public Utility Commission of Texas (the “PUCT")) may be taken into account in determining whether
there has been or is a Compuny Material Adverse Effect to the extent such matters, changes or developments have a
disproportionate (taking into account the relative size of the Company and its Subsidiaries and affected businesses
of the Company and its Subsidiaries as compared to the other relevant entities and businesses) adverse affect on the
Company as compared to other entities engaged in the relevant business in Texas or other relevant geographic area

A-7




and are not otherwise excluded by clauses (G) through (L) from what may be taken into account in such
determination, and (y) in no event shall any of the foregoing clauses (A) through (L) operate to exclude from the
determination of whether there has been or is a Company Material Adverse Effect any Material Baseload
Divestiture Requirement. For purposes of this Agreement, “Material Baseload Divestiture Requirement” shall
mean any requirement imposed by a statute enacted into Law by the legislature of the State of Texas after the date of
this Agreement, or any legally binding regulatory or administrative action taken pursuant to authority granted by
such a new statute, that the Company or its Subsidiaries divest, or submit to capacity auctions for, a material amount
of the Company’s approximately 8,137 Mw as of the date hereof of baseload solid fuel (coal, lignite and nuclear)
generation capacity, and the effects of any Material Baseload Divestiture Requirement shall take into account the
after-tax proceeds or other consideration or benefits that the Company and its Subsidiaries would reasonably be
expected to receive in connection with any such divestiture or capacity auction.

(b Capiral Structure.

(1) The authorized capital stock of the Company consists of 1,000,000,000 Shares, of which
459,269,419 Shares were outstanding as of the close of business on February 23, 2007 and 50,000,000 shares
of serial preference stock, par value $25 per share, none of which were outstanding as of the date hereof and. except
for those Shares issuable or reserved for issuance as described below, no Shares have been issued since the close of
business on February 23, 2007 through the date hereof. All of the outstanding Shares have been duly authorized and
are validly issued, fully paid and nonassessable. As of February 23, 2007, other than up to 9,228,291.884 Shares
issuable pursvant to the terms of outstanding awards under the TXU Corp. 2005 Omnibus Incentive Plan, the
Company’s Long-Term Incentive Compensation Plan and the TXU Thrift Plar (collectively, the “Stock Plans™) and
1,523,916 Shares issuable, at the Company’s option, upon conversion of the Convertible Senior Notes, the Company
has no Shares issuable or reserved for issuance and no rights to acquire Shares under the Stock Plans have been
issued since February 23, 2007 and through the date hereof. As of the date hereof, there were no options to purchase
Shares issued and outstanding. Except as set forth in this Section 5.1(b)(i), there are no preemptive or other
outstanding rights, options, warrants, conversion rights, stock appreciation rights, performance units, redemption
rights, repurchase rights, agreements, arrangements, calls, commitments or rights of any kind that obligate the
Company or any of its Significant Subsidiaries to issue or sell any shares of capital stock or other equity securities of
the Company or any of its Significant Subsidiaries or any securities or obligations convertible or exchangeable into
or exercisable for, or giving any Person a right to subscribe for or acquire, any equity securities of the Company or
any of its Significant Subsidiaries, and no securities or obligations evidencing such rights are authorized, issued or
outstanding.

(ii) None of the Subsidiaries of the Company own any Shares. Section 5.1(b)(ii} of the Company Disclosure
Letter sets forth a list, as of the date hereof, of the Company’s Subsidiaries and entities (other than Subsidiaries) in
which the Company or a Subsidiary of the Company owns a 5% or greater equity interest, the value of which is in
excess of $25,000,000, as of the date hercof and the Company’s indirect interest in CapGemini Energy Limited
Partnership (each a “Company Joint Venture™). Each of the outstanding shares of capital stock or other equity
securities of each of the Company’s Subsidiaries is duly authorized, validly issued, fuliy paid and nonassessable
and, except for directors’ qualifying shares and such failure to have such ownership would not reasonably be
expected to have a Company Material Adverse Effect. The ownership interest in each Subsidiary and interest in
each Company Joint Venture is owned by the Company or by a direct or indirect wholly owned Subsidiary of the
Company, free and clear of any lien, charge, pledge, security interest, claim or other encumbrance {each, a “Lien™).
Neither the Company nor any of its Subsidiaries has entered into any commitment, arrangement or agreement, or
are otherwise obligated, to contribute capital, loan money or otherwise provide funds or make additional
investments in any other Person, other than any such commitment, arrangement or agreement in the ordinary
course of business consistent with past practice, with respect to wholly owned Subsidiaries of the Company or
pursuant to a Contract binding on the Company or any of its Subsidiaries made available to Parent or Merger Sub.
For purposes of this Agreement. a wholly owned Subsidiary of the Company shall include any Subsidiary of the
Company of which all of the shares of capital stock, other than director qualifying shares, are owned by the
Company (or one or more wholly owned Subsidiaries of the Company).

(iii) Upon any issuance of any Shares in accordance with the terms of the Stock Plans, such Shares wili be duly
authorized, validly issued, fully paid and nonassessable. Except for the Convertible Senior Notes, the Company
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does not have outstanding any bonds, debentures, notes or other obligations the holders of which have the right to
vote (or convertible into or exercisable for securities having the right to vote) with the shareholders of the Company
on any matter.

(iv) There are no shareholder agreements,. voting trusts or other agreements or understandings to which the
Company or any of its Subsidiaries is a Party or by which it is bound relating to the voting or registration of any
equity securities of the Company or any of its Subsidiaries.

(¢) Corporate Authority; Approval and Fairness.

(i) The Company has all requisite corporate power and authority and has taken all corporate action necessary
in order to execute and deliver this Agreement and, subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Shares entitled to vote on such matter at a shareholders’ meeting duly called and held
for such purpose (the “Requisite Company Vote™), to perform its obligations under this Agreement and to
consummate the Merger. This Agreement has been duly executed and delivered by the Company and
constitutes a valid and binding agreement of the Company enforceable against the Company in accordance
with its terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar Laws
of general applicability relating to or affecting creditors’ rights and to general equity principles (the “Bankruptcy
and Equity Exception”).

(ii} The board of directors of the Company at a meeting duly called and held, and following the unanimous
recommendation of the Transactions Committee, has (A) unanimously (by all directors voting) determined that it is
in the best interests of the Company’s shareholders to enter into this Agreement, approved and adopted this
Agreement and adopted a resolution recommending that this Agreement be approved by the shareholders of the
Company (the “Company Recommendation™), (B) unanimously (by all directors voting) directed that this
Agreement be submitted to the shareholders of the Company for their approval at a shareholders’ meeting duly
called and held for such purpose and (C) received the opinions of each of its financial advisors, Credit Suisse
Securities (USA) LLC and Lazard Fréres & Co, LLC, to the effect that, as of the date of such opinions, the Per Share
Merger Consideration to be received by the holders of the Shares in the Merger is fair from a financial point of view
to such holders. It is agreed and understood that such opinions may not be relied on by Parent or Merger Sub. The
board of directors of the Company has taken all action so that Parent will not be an “affiliated shareholder” (as such
term is defined in Section 21.602 of the TBOC) or prohibited from entering into or consummating a “business
combination” (as such term is defined in Section 21.604 of the TBOC) with the Company as a result of the execution
of this Agreement or the consummation of the transactions in the manner contemplated hereby.

(d) Governmental Filings; No Violations; Certain Contracts.

(1) Other than the filings and/or notices {A} pursuant to Section 1.3, (B) required as a result of facts and
circumstances solely attributable to Parent or Merger Sub, (C) under the Hart-Scott-Rodino Antitrust Improvements
Act of 1976, as amended (the “HSR Act”) and the expiration or earlier termination of applicable waiting periods
thereunder, (D) under the Exchange Act, (E} under rules promulgated by the NYSE and the Chicago Stock
Exchange, (F) with the Federal Energy Regulatory Commission (“FERC”) pursuant to Section 203 of the Federal
Power Act and the approval of FERC thereunder (the “FERC Approval™), (G) with the Federal Communications
Commission (the “FCC™) for the transfer of radio licenses and point-to-point private microwave licenses held
indirectly by the Company and the approval of the FCC for such transfer (the “FCC Approval™) and (H) with the
Nuclear Regulatory Commission (the “NRC”) for approval of any indirect license transfer deemed to be created by
the Merger and the approval of the NRC for such transfer (the “NRC Approval” and, together with the other
approvals referred to in Subsections (C) through (G) of this Section 5.1(d)(i), the “Company Approvals™), no
notices, reports or other filings are required to be made by the Company with, nor are any consents, registrations,
approvals, permits or authorizations required to be obtained by the Company from, any federal, state or local,
domestic or foreign governmental or regulatory authority, agency, commission, body, arbitrator, court, regional
transmission organization, ERCOT, or any other legislative, executive or judicial governmental entity (each a
“Governmental Entity”), in connection with the execution, delivery and performance of this Agreement by the
Company and the consummation of the Merger and the other transactions contemplated hereby, except those, the
failure to make or obtain which would not, individually or in the aggregate, reasonably be expected to have a
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Company Material Adverse Effect or prevent, materially delay or materially impair the consummation of the
transactions conternplated by this Agreement.

(ii} The execution, delivery and performance of this Agreement by the Company do not, and the
consummation of the Merger and the other transactions contemplated hereby will not, constitute or result in
(A} a breach or violation of, or a default under, or otherwise contravene or conflict with, the certificate of formation
or bylaws of the Company or the comparable governing documents of any of its Subsidiaries, (B) with or without
notice, lapse of time or both, a breach or violation of, a termination, cancellation (or right of termination or
amendment) or a default under, the creation or acceleration of any obligations under the requirement of any consent
under, the requirement of any loss of any benefit under, or the creation of a Lien on any of the assets of the Company
or any of its Significant Subsidiaries pursuant to, any material agreement, lease, license, contract, note, mortgage,
indenture, credit agreement, arrangement or other obligation (each, a “Contract”) binding upon the Company or any
of its Subsidiaries or any license from a Governmental Entity to which the Company or any of its Significant
Subsidiaries is subject or (C) assuming compliance with the matters referred to in Section 5.1(d)(i), a violation of
any Law to which the Company or any of its Subsidiaries is subject, except, in the case of clause (B) or (C} above
and, in the case of clause (A) above, with respect to Subsidiaries other than Significant Subsidiaries, for any such
breach, violation, termination, cancellation, default, creation, acceleration, consent, loss or change that would not,
individually or in the aggregate, be reasonably expected to have a Company Material Adverse Effect or prevent,
materially delay or materially impair the consummation of the transactions contemplated by this Agreement.

(e) Company Reports; Financial Statements.

(i) The Company has filed or furnished, as applicable, on a timely basis, all forms, statements, certifications,
reports and other documents required to be filed or furnished by it with the Securities and Exchange Commission
(the “SEC”) pursuant to the Exchange Act or the Securities Act of 1933 and the rules and regulations promulgated
thereunder, as amended (the “Securities Act”) since December 31, 2003 (the * pplicable Date™) (the forms,
statements, certifications, reports and documents filed or furnished since the Applicable Date and those filed or
furnished subsequent to the date hereof, including any amendments thereto, the “Company Reports”). Each of the
Company Reports, including any financial statements or schedules included therein, at the time of its filing or being
furnished complied or, if not yet filed or furnished, will comply in all material respects with the requirements of the
Securities Act and the Exchange Act applicable to the Company Reports. As of their respective dates {or, if
amended prior to the date hereof, as of the date of such amendment), the Company Reports did not, and any
Company Reports filed with or furnished to the SEC subsequent to the date hereof will not, contain any untrue
statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the
statements made therein, in light of the circumstances in which they were made, not misleading. As of the date of
this Agreement, there are no material outstanding or unresolved comments received from the SEC staff with respect
to the Company Reports.

(ii) The Company is in compliance in all material respects with the applicable listing and corporate
governance rules and regulations of the NYSE and the Chicago Stock Exchange.

(iii) Each of the consolidated balance sheets included in or incorporated by reference into the Company
Reports as amended prior to the date hereof (including the related notes and schedules) fairly presents in all material
respects, or, in the case of Company Reports filed after the date hereof, will fairly present in all material respects the
financial position of the Company and its consolidated Subsidiaries as of its date and each of the statements of
consolidated income, comprehensive income, cash flows and shareholders’ equity included in or incorporated by
reference into the Company Reports (including any related notes and schedules), as finally amended prior to the
date hereof, fairly presents in all material respects, or in the case of Company Reports filed after the date hereof, will
fairly present in all material respects the financial position, results of operations and cash flows, as the case may be,
of the Company and its consolidated Subsidiaries for the periods set forth therein (subject, in the case of unaudited
statements, to notes and normal year-end adjustments}, in each case in ‘accordance with U.S. generally accepted
accounting principles (“GAAP”), except as may be noted therein.

(iv) Except as has not had, and would not reasonably be expected to have, individually or in the aggregate, a
Company Material Adverse Effect, (A) the Company maintains disclosure controls and procedures required by
Rule 13a-15 or 15d-15 under the Exchange Act that are effective to ensure that information required to be disclosed
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by the Company is recorded and reported on a timely basis to the individuals responsible for the preparation of the
Company’s filings with the SEC and other public disclosure documents (including the Company’s chief executive
officer and chief financial officer) and (B) the Company has disclosed, based on its most recent evaluation prior to
the date of this Agreement, to the Company’s outside auditors and the audit committee of the board of directors of
the Company (1) any significant deficiencies and material weaknesses in the desi £n or operation of internal controls
over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) that are reasonably likely to
adversely affect the Company’s ability to record, process, summarize and report financial information and (2) any
fraud, known to the Company, whether or not material, that involves management or other employees who have a
significant role in the Company’s internal controls over financial reporting,

(v) Section 5.1(e)(v) of the Company Disclosure Letter sets forth a list of the Contracts and other
arrangements containing the material commitments and obligations of the Company as of the date of this
Agreement in respect of the development, engineering, construction and operation of new power generation
facilities that is accurate in all material respects.

(f) Absence of Certain Changes

(i) Since September 30, 2006 there has not been any change in the financial condition, business, assets, or
results of operations of the Company and its Subsidiaries that, individually or in the aggregate, has had or would be
reasonably expected to have, a Company Material Adverse Effect.

(i) Since September 30, 2006 and through the date of this Agreement, the Company and its Subsidiaries have
conducted their respective businesses only in, and have not en gaged in any material transaction other than according
to the ordinary and usual course of such businesses and without limiting the foregoing, there has not been:

{A) any damage, destruction or other casualty loss with respect to any asset or property owned, leased or
otherwise used by the Company or any of its Subsidiaries, whether or not covered by insurance that,
individually or in the aggregate, has had or would reasonably be expected to have, a Company Material
Adverse Effect;

(B) other than regular quarterly dividends on Shares and on the shares of preferred stock of TXU US
Holdings Company, any declaration, setting aside or payment of any dividend or other distribution with respect
to any shares of capital stock of the Company or any of its Subsidiaries {except for dividends or other
distributions by any direct or indirect wholly-owned Subsidiary to the Company or to any wholly-owned
Subsidiary of the Company); or

(C) any material change in any method of accounting or accounting practice by the Company or any of its
Subsidiaries, other than as required by GAAP.

(g) Litigation and Liabilities

(i) There are no civil, criminal or administrative actions, suits, claims, hearings, arbitrations, investigations,
inquiries, audits or other proceedings pending or, to the Knowledge of the Company, threatened against the
Company or any of its Subsidiaries, and, to the Knowledge of the Company, as of the date hereof, no such
proceedings are pending or threatened against any of the Company Joint Ventures, in each case that individuaily or
in the aggregate, would reasonably be expected to have a Company Material Adverse Effect or prevent or materially
delay or impair the consummation of the transaction contemplated by this Agreement. None of the Company, any of
its Subsidiaries or, to the Knowledge of the Company, as of the date hereof, any of the Company Joint Ventures is a
party to or subject to the provisions of any judgment, settlement, order, writ, injunction, decree or award of any
Governmental Entity specifically imposed upon the Company, any of its Subsidiaries or any of the Company Joint
Ventures or any of their respective businesses, assets or properties which, individually or in the aggregate, would
reasonably be expected to have a Company Material Adverse Effect or prevent or materially delay or impair the
consummation of the transaction contemplated by this Agreement.

(i1) Neither the Company nor any of its Subsidiaries has any liabilities or obligations of any nature (whether
accrued, absolute, contingent or otherwise), other than liabilities and obligations (A) set forth in the Company’s
consolidated balance sheet as of December 31, 2006, including the notes thereto, included in the draft Annual
Report on Form 10-K for the year ended December 31, 2006 attached to Section 5.1(g)(ii) of the Company
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Disclosure Letter, (B) incurred in the ordinary course of business since December 31, 2006, (C) incurred in
connection with the Merger or any other transaction or agreement contemplated by this Agreement, (D) of a nature
not required to be shown on a balance sheet prepared in accordance with GAAP, pursuant to any Contract or other
similar arrangement binding upon the Company or any of its Subsidiaries, (E) that are expressly within the scope of
any other representation or warranty in this Section 5.1 or are expressly excluded from such representation and
warranty as a result of the scope of any materiality qualification applicable to such representation or warranty
(provided that any matter arising after the date hereof shall not be deemed to be within the scope of or excluded from
any representation or warranty given at or as of the date hereof or any date prior to the date hereof), or (F) that would
not, individually or in the aggregate, reasonably be expected to have a Company Material Adverse Effect.

The term “Knowledge” when used in this Agreement with respect to the Company shall mean the actual
knowledge of those persons set forth in Section 5.1(g) of the Company Disclosure Letter.

(h) Employee Benefits

(i) (A) All material benefit and compensation plans, contracts, policies or arrangements covering current or
former employees and officers of the Company and its Subsidiaries (the “Employees™) and/or current or former
directors of the Company and its Subsidiaries under which the Company or its Subsidiaries are subject to continuing
financial obligations, including, but not limited to, “employee benefit plans” within the meaning of Section 3(3) of
the Employee Retirement Income Security Act of 1974, as amended (“ERISA™), and deferred compensatiori,
employment, change in control, severance, stock option, stock purchase, stock appreciation rights, stock based,
incentive and bonus plans, agreements, programs, policies or arrangements sponsored, contributed to, or entered
into by the Company or its Subsidiaries or for which the Company or its Subsidiaries could be reasonably expected
to have any present or future liability (the “Benefit Plans™) are listed on Section 3.1()(i)(A) of the Company
Disclosure Letter, and each Benefit Plan which has received a favorable opinion letter from the Internal Revenue
Service National Office has been separately identified.

(B) True and complete copies of all Benefit Plans listed on Section 5.1(h)(i)(A) of the Company Disclosure
Letter have been made available to Parent and to the extent applicable, the following have also been made available
to Parent: (1) any related trust agreement or other funding instrument now in effect or required in the future as a
result of the transaction contemplated in this Agreement or otherwise; (2) the most recent determination letter;
(3) any summary plan description and (4) for the most recent year (x) the Form 5500 and attached schedules,
(v) audited financial statements and (z) actuarial valuation reports related to an Employee Benefit Plan.

(i) All Benefit Plans, other than “multiemployer plans” within the meaning of Section 3(37) of ERISA (each,
a “Multiemployer Plan”) and, to the Knowledge of the Company, all Multiemployer Plans are in substantial
compliance with their respective terms and ERISA, the Internal Revenue Code of 1986, as amended (the “Code™)
and other applicable Laws. Each Benefit Plan (other than any Multiemployer Plan) which is subject to ERISA (an
“ERISA Plan”) that is an “employee pension benefit plan” within the meaning of Section 3(2) of ERISA (a “Pension
Plan”) intended to be qualified under Section 401(a) of the Code, has received a favorable determination letter from
the Internal Revenue Service (the “IRS™) or has applied to the IRS for such favorable determination letter under
Section 401(b) of the Code, and the Company is not aware of any circumstances likely to result in the loss of the
qualification of such ERISA Plan under Section 401(a) of the Code. Neither the Company nor any of its Subsidiaries
has engaged in a transaction with respect to any ERISA Plan that, assuming the taxable period of such transaction
expired as of the date hereof, could subject the Company or any Subsidiary to a tax or penalty imposed by either
Section 4975 of the Code or Section 502(i) of ERISA in an amount which would be material.

(iii) Neither the Company nor any of its Subsidiaries has or is reasonably expected to incur any material
liability under Subtitle C or D of Title IV of ERISA with respect to any ongoing, frozen or terminated “single-
employer plan”, within the meaning of Section 4001(a)(15) of ERISA, currently or formerly maintained by any of
them, or the single-employer plan of any entity which is considered one employer with the Company under
Section 4001 of ERISA or Section 414 of the Code (an “ERISA Affiliate”). No Benefit Plan is a Multiemployer Pian
and the Company and its Subsidiaries have not incurred and do not expect to incur any material withdrawal liability
with respect to a Multiemployer Plan under Subtitle E of Title 1V of ERISA (regardless of whether based on
contributions of an ERISA Affiliate).
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(iv) As of the date hereof, there is no material pending or, to the Knowledge of the Company, threatened
litigation relating to the Benefit Plans, other than routine claims for benefits. Other than pursuant to a CBA, neither
the Company nor any of its Subsidiaries has any obligations for retiree health and life benefits under any Benefit
Plan.

(v} Neither the execution of this Agreement, the approval of the Merger by the shareholders of the Company

- nor the consummation of the transactions contemplated hereby will (A) entitle any Designated Officer to severance

pay or any material increase in severance pay upon any termination of employment after the date hereof, or

(B) accelerate the time of payment or vesting or result in any payment or funding (through a grantor trust or

otherwise) of compensation or benefits under, increase the amount payable or result in any other material obligation

pursuant to, any of the Benefit Plans, or (C) result or could result in payment under any Benefit Plans that would not
be deductible under Section 280G of the Code.

The term “Designated Officer” when used in this Agreement shall mean, except as otherwise set forth in
Section 5.1(h) of the Company Disclosure Letter, an “officer” of the Company for purposes of Rule 16a-1(f) under
the Exchange Act. Section 5.1(h) of the Company Disclosure Letter contains a correct and complete list of the
Designated Officers as of the date of this Agreement.

(1) Compliance with Laws; Licenses. The businesses of each of the Company and its Subsidiaries and, to the
Knowledge of the Company as of the date hereof, the businesses, as of the date hereof, of each of the Company Joint
Ventures have not been since the Applicable Date, and are not being, conducted in violation of any federal, state, local
or foreign law, statute or ordinance, conumon Iaw, or any rule, regulation, standard, Jjudgment, order, writ, injunction,
decree, arbitration award, agency requirement, license or permit of any Governmental Entity (collectively, “Laws”),
except for violations that, individually or in the aggregate, would nol reasonably be expected to have a Company
Material Adverse Effect. Except with respect to regulatory matters that are the subject of Section 6.5 hereof, no
investigation or review by any Governmental Entity with respect to the Company or any of its Subsidiaries is pending
or, to the Knowledge of the Company, threatened, nor has any Governmental Entity indicated an intention to conduct
the same, except for such investigations or reviews, the outcome of which would not, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect, The Company and its Subsidiaries each has
obtained and is in compliance with all permits, certifications, approvals, registrations, consents, authorizations,
franchises, variances, exemptions and orders issued or granted by a Governmental Entity (“Licenses’) necessary to
conduct its business as presently conducted, except those the absence of which would not, individually or in the
aggregate, reasonably be expected to have a Company Material Adverse Effect, such Licenses are in full force and
effect, and no suspension or cancellation of such Licenses is pending or, to the Knowledge of the Company,
threatened, except where such failure to be in full force and effect, suspension or cancellation would not, individually
or in the aggregate, reasonably be expected to have a Company Material Adverse Effect,

() Takeover Statutes. No “fair price,” “moratorium,” “control share acquisition” or other similar anti-takeover
statute or regulation (each, a “Takeover Statute™) or any anti-takeover provision in the Company’s certificate of
formation or bylaws is applicable to the Company, the Shares, the Merger or the other transactions contemplated by
this Agreement.

(k} Environmental Matters. Except for such matters that, individually or in the aggregate, would not
reasonably be expected to have a Company Material Adverse Effect:

(i) The Company and its Subsidiaries are in compliance with all applicable Environmental Laws, and
none of them has received any wriiten communication since February 1, 2002 from any Governmental Entity
that alleges that any of them is not in material compliance with Environmental Laws.

(ti) Each of the Company and its Subsidiaries has obtained and possesses all environmental Licenses,
including all required air emissions allowances, and all water rights (collectively, the “Environmental
Permits”), necessary for the operation of its facilities in existence as of the date hereof and the conduct of
its business as conducted as of the date hereof, and all such Environmental Permits are in good standing or,
where applicable, a renewal application has been timely filed for review by the relevant Governmental Entity,
and each of the Company and its Subsidiaries is in compliance with all terms and conditions of the
Environmental Permits granted to it.
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Subsidiaries to authorize representation by a labor organization. As of the date hereof, neither the Company nor any
of its Subsidiaries have closed any plant or facility, effectuated any layoffs of employees or implemented any early
retirement, separation or window program since the Applicable Date, nor has any such action or program been
announced for the future in any case that would reasonably be expected to give rise to any material liability under
the United States Worker Adjustment and Retraining Notification Act or the rules and regulations thereunder,
except for any liabilities that were satisfied on or prior to September 30, 2006.

(n) Intellectual Property. (i) To the Knowledge of the Company, (A} the Company and its Subsidiaries have
sufficient rights to use all material Intellectual Property used in its business as presently conducted, and (B) no
person is violating any material Intellectual Property owned by the Company except as would not reasonably be
expected to resuit in a Company Material Adverse Effect. '

(ii) For purposes of this Agreement, the following term has the following meaning:

“Imtellectual Property” means any intellectual property, including trademarks, service marks Internet
domain names, 10gos, trade dress, trade names, and all goodwill associated therewith and symbolized thereby,
inventions, discoveries, patents, processes, technologies, confidential information, trade secrets, know-how,
copyrights and copyrightable works, software, databases and related items.

(0) Insurance. All material fire and casualty, general liability, business interruption, product liability, and
sprinkler and water damage insurance policies or other material insurance policies maintained by the Company or
any of its Subsidiaries (*“Insurance Policies™) are in full force and effect and all premiums due with respect to all
Insurance Policies have been paid, with such exceptions that, individually or in the aggregate, would not reasonably
be expected to have a Company Material Adverse Effect.

(p) Regulatory Matters. (i) General. As of the date of this Agreement, the Company is an exempt holding
company under the Public Utility Holding Company Act of 2005. As of the date of this Agreement, TXU Energy
Holdings is subject to regulation under the Atomic Energy Act of 1954, as amended, as a licensee or the owner of a
licensee, under Texas utility Law as a “power generation company,” a “retail electric provider” and a “power
marketer” (as such terms are defined under PURA) and under the ERCOT Protocols as a “resource entity,” a “load
serving entity” and a “qualified scheduling entity” (as such terms are defined in the ERCOT Protocols), and holds a
tariff for sales of power at wholesale at market-based rates from FERC and has associated contracts as identified in
Schedule 5.1(p). As of the date of this Agreement, TXU Electric Delivery is subject to regulation under Texas utility
Law as a “public utility,” an “electric utility” and 2 “transmission and distribution utility” (as such terms are defined
under PURA) and under the ERCOT Protocols as a “transmission and/or distribution service provider” (as such
term is defined in the ERCOT Protocols), and its associated contracts tariffs and other facilities listed in
Schedule 5.1(p) are subject to FERC jurisdiction under FERC orders. TXU Electric Delivery also holds
franchises granted by municipalities and other Governmental Entities for the placement of utility facilities in
or along public rights of way. As of the date of this Agreement, except-as set forth in the immediately preceding
sentences, the Company and its Subsidiaries are not subject to regulation as a public utility, public utility holding
company or public service company (or similar designation) by any Governmental Entity. '

As used in this Agreement, the term (A) “TXU Energy Holdings™ means TXU Energy Company LLC, a
Subsidiary of the Company, and/or its consolidated Subsidiaries, (B) “TXU Electric Delivery” means TXU Electric
Delivery Company, a Subsidiary of the Company, and/or its consolidated Subsidiary, TXU Electric Delivery
Transition Bond Company LLC, (C) “PURA” means the Texas Public Utility Regulatory Act, as amended,
(D) “ERCOT Protocols” means the documents adopted by the Electric Reliability Council of Texas, Inc.
(“ERCOT™), including any attachments or exhibits referenced therein, as amended from time to time that
contain the scheduling, operating, planning, reliability, and settlement (including Customer registration)
policies, rules, guidelines, procedures, standards, and criteria of ERCOT, and (E) “ERCOT Region™ means the
geographic area under the jurisdiction of the PUCT that is served by transmission and/or distribution providers that
are not synchronously interconnected with electric utilities outside of the State of Texas.

(i) Comanche Peak Compliance. The operation of Comanche Peak nuclear-powered generation Unit 1 and
Unit 2 (together, “Comanche Peak”) is and has since January 1, 2002 been conducted in compliance in all material
respects with applicable health, safety, regulatory and other legal requirements. Such legal requirements include,
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but are not limited to, the NRC Facility Operating Licenses for Comanche Peak issued pursuant to 10 C.F.R.
Chapter 1, and all regulations, requirements and orders related in any way thereto; and all obligations of the
Company, as the owner of Comanche Peak, pursuant to contracts with the United States Department of Energy for
the disposal of spent nuclear fuel and high-level radioactive waste, and any Laws of the State of Texas or any agency
thereof. As of the date hereof, to the Knowledge of the Company, the operations of Comanche Peak are not the
subject of any outstanding notice of violation or material request for information from the NRC or any other agency
with jurisdiction over such facility. Comanche Peak maintains, and is in compliance in all material respects with,
emergency plans designed to protect the health and safety of the public in the event of an unplanned release of
radioactive materials and such plans are in compliance in all material respects with the NRC’s rules and regulations.

(i1) Exempt Wholesale Generator Status. TXU Energy Holdings is, and has been determined by order of
FERC to be, an Exempt Wholesale Generator ("EWG”) under the Energy Policy Act of 2005 (the “EPAct 20053,
and neither such order nor TXU Energy Holdings’ status as an EWG under the EPAct 2005 is the subject of any
pending or, to the Knowledge of the Company, threatened Judicial or administrative proceeding to revoke or modify
such status. To the Knowledge of the Company, there are no facts that are reasonably likely to cause TXU Energy
Holdings to lose its status as an EWG under the EPAct 2005,

(iii) Qualified Decommissioning Fund.

(A) With respect 1o all periods commencing on or after fanuary 1, 1997 and ending on or prior to the Closing
Date: (1) the Company’s Qualified Decommissioning Fund consists of one or more trusts that are validly existing
and in good standing under the laws of their respective jurisdictions of formation with all requisite authority to
conduct their affairs as they now do; (2) the Company’s Qualified Decommissioning Fund satisfies the requirements
necessary for such fund to be treated as a “Nuclear Decommissioning Reserve Fund” within the meaning of Code
Section 468A(a) and as a “Nuclear Decommissioning Fund™ and a “Qualified Nuclear Decommissioning Fund”
within the meaning of Treas. Reg. Section L468A-1(b)(3); (3) the Company’s Qualified Decommissionin gFundisin
compliance in all material respects with all applicable rules and regulations of any Governmental Entity having
Jurisdiction, including the NRC, the PUCT and the IRS, (4) the Company's Qualified Decommissioning Fund has
not engaged in any acts of “self-dealing” as defined in Treas. Reg. Section 1.468A-5(b)(2); (5) no “excess
contribution”, as defined in Treas. Reg. Section 1.468A-5(¢c)(2)(ii), has been made to the Company’s Qualified
Decommissioning Fund which has not been withdrawn within the period provided under Treas. Reg.
Section 1.468A-5(c)(2)(i); and (6) the Company has made timely and valid elections to make annual
contributions to the Company’s Qualified Decommissioning Fund since its inception and the Company has
heretofore delivered copies of such elections to Parent. As used in this Agreement, the term “Qualified
Decommissioning Fund” means all amounts contributed to qualiied funds for administrative costs and costs
incurred in connection with the entombment, dismantlement, removal and disposal of the structures, systems and
components of a unit of common facilities, including ail costs incurred in connection with the preparation for
decommissioning, such as engineering and other planning expenses incurred with respect to the unit of common
facilities after actual decommissioning occurs, such as physical security and radiation monitoring expenses, as part
of TXU Electric Delivery's cost of service required by PURA or as approved by the PUCT.

(B) The Company has heretofore delivered to Parent a copy of its Decommissioning Trust Agreements as in
effect on the date hereof.

(C) With respect to all periods commencing on or after January 1, 2002 and ending on or prior to the Closing
Date, (1) the Company and/or Mellon Bank, N.A_, the Trustee of the Company’s Qualified Decommissioning Fund
(the “Trustee™) has/have filed or caused to be filed with the NRC, the IRS and any other Governmental Entity ali
material forms, statements, reports, documents (including all exhibits, amendments and supplements thereto)
required to be filed by the Company and/or the Trustee of the Company’s Qualified Decommissioning Fund,;
(2) there are no interim rate orders that may be retroactively adjusted or retroactive adjustments to interim rate
orders that may affect amounts that Parent may contribute to the Company’s Qualified Decommissioning Fund or
may require distributions to be made from the Company’s Qualified Decommissioning Fund. The Company has
delivered to Parent a copy of the schedule of ruling amounts most recently issued by the IRS for the Company’s
Qualified Decommissioning Fund and a complete copy of the request that was filed with the IRS to obtain such
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schedule of ruling amounts and a copy of any pending request for revised ruling amounts, in each case together with
all exhibits, amendments and supplements thereto.

(D) The Company has made available to Parent a statement of assets prepared by the Trustec for the
Company’s Qualified Decommissioning Fund as of December 31, 2006 and as of January 31, 2007 and will make
such a statement available as of the most recently available month end preceding the Closing, and such statements
fairly presented and will fairly present as of such dates the financial position of each of the Company’s Qualified
Decommissioning Funds. The Company has made available to Parent information from which Parent can determine
the Tax basis of all assets in the Company’s Qualified Decommissioning Fund and will make such a statement
available as of the most recently available month end preceding the Closing.

(E) The Company has made available to Parent all material contracts and agreements to which the Trustee, in
its capacity as such, is a party.

(iv) Nongualified Decommissioning F unds.  As of the date hereof, the Company does not maintain any funds
in any nonqualified decommissioning trusts.

(vi) Foreign Ownership, Control or Influence. Bach officer and director of TXU Generation Company LP
and any entity of which TXU Generation Company LP is a Subsidiary is a U.S. citizen.

(q) Derivative Products. (i) (A) To the Knowledge of the.Company, as of the date hereof, all Derivative
Products entered into for the account of the Company or any of its Subsidiaries on or prior to the date hereof were
entered into in accordance with (x) established risk parameters, limits and guidelines and in compliance with the
risk management policies approved by management of the Company and in effect on the date hereof (the
“TXU Trading Policies™), with exceptions having been handled in all material respects according to the Company’s
risk management processes as in effect at the time at which such exceptions were handled, to limit the level of risk
that the Company or any of its Subsidiaries is authorized to take, individually and in the aggregate, with respect to
Derivative Products and monitor compliance with such risk parameters and (y) applicable Law and policies of any
Governmental Entity.

(B) All Derivative Products entered into after the date hereof for the account of the Company or any of its
Subsidiaries will be entered into in accordance with (x} the TXU Trading Policies with exceptions being handled in
all material respects according to the Company’s risk management processes as in effect at the time at which such
exceptions will be handled, to limit the tevel of risk that the Company or any of its Subsidiaries is authorized to take,
individually and in the aggregate, with respect to Derivative Products and monitor compliance with such risk
parameters and (y) applicable Law and policies of any Governmental Entity.

(i} The Company has made available to Parent a true and complete copy of the TXU Trading Policies,
and the TXU Trading Policies contain a true and complete description of the practice of the Company and its
Subsidiaries with respect to Derivative Products, as of the date hereof.

(il) (A)Section 5.1(q)(iii}A) of the Company Disclosure Letter sets forth a summary of the Company’s
natural gas and heat rate positions as of February 16, 2007. The Company has made available to Parent pricing
and other supporting information relating to the positions summarized on Schedule 5.1(q)(iii}(A) of the
Company Disclosure Letter.

(B) Since February 16, 2007 and through the date of this Agreement, the Company has not entered into any
Derivative Products outside of the normal course of business.

For purposes of this Agreement, “Derivative Product” means (i) any swap, cap, floor, collar, futures contract,
forward contract, option and any other derivative financial instrument or Contract, based on any commodity.
security, instrument, asset, rate or index of any kind or nature whatsoever, whether tangible or intangible, including
electricity (including capacity and ancillary services products related thereto), natural gas, crude oil, coal and other
commodities, emissions allowances, renewable energy credits, currencies, interest rates and indices and (ii} forward
contracts for delivery of electricity (including capacity and ancillary services products related thereto), natural gas,
crude oil, petcoke, lignite, coal and other commodities and emissions and renewable energy credits.
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(r) Brokers and Finders. Neither the Company nor any of its officers, directors or employees has employed
any broker or finder or incurred any liability for any brokerage fees, commissions or finders’ fees in connection with
the Merger or the other transactions contemplated in this Agreement except that the Company has employed Credit
Suisse Securities (USA) LLC and Lazard Fréres & Co. LLC as its financial advisors pursuant to engagement letters
with the Company, copies of which have been provided to Parent prior to the date hereof or, in lieu thereof, redacted
copies containing the material contents thereof including, without limitation, the provisions setting forth the fees
payable thereunder and any commitments for future engagements have been provided to Parent prior to the date
hereof.

(s) Real Property:  Except as would not be reasonably expected to have a Company Material Adverse Effect,
the Company and its Subsidiaries have either good title, in fee or valid leasehold, easement or other rights, to the
land, buildings, wires, pipes. structures and other improvements thereon and fixtures thereto. necessary to perinit
the Company and its Subsidiaries to conduct their business as currently conducted free and clear of any Liens,
options, rights of first refusal or other similar encumbrances,

(t) Company Material Contracts, Except as would not reasonably be expected to have, individually or in the
aggregate, « Company Material Adverse Effect, (i) neither the Company nor any Subsidiary of the Company is in
breach of or default under the terms of any Contract that would be required to be filed by the Company as a “material
contract” (as such term is defined in item 601(b)}(10) of Regulation S-K of the SEC, except for any such Contract
that is a Benefit Plan or would be a Benefit Plan but for the word “material™ in the definition thereof) (each such
Contract a “Company Material Contract™), ii) as of the date hereof, to the Knowledge of the Company, no other
party to any Company Material Contract is in breach of or default under the terms of any Company Material
Contract and (iit) each Company Material Contract is a valid and binding obligation of the Company or its
Subsidiary that is a party thereto and. to the Knowledge of the Company, is in full force and effect unless terminated
in accordance with its terms.

3.2 Representations and Warranties of Parent and Merger Sub.  Except as set forth in the corresponding
sections or subsections of the disclosure letter delivered 1o the Company by Parent prior to entering into this
Agreement (the **Parent Disclosure Letter”) (it being agreed that disclosure of any item in any section or subsection
of the Parent Disclosure Letter shall be deemed disclosure with respect to any other section or subsection to which
the relevance of such item is reasonably apparent), Parent and Merger Sub each hereby represent and warrant to the
Company that:

(a) Organizarion, Good Standing and Qualification. Each of Parent and Merger Sub is a legal entity duly
formed, validly existing and in good standing under the Laws of its respective jurisdiction of formation and has all
requisite corporate, limited partnership or similar power and authority to own, lease and operate its properties and
assets and to carry on its business as presently conducted and is qualified to do business and is in good standing as a
foreign corporation or limited partnership in each jurisdiction where the ownership, leasing or operation of its assets
or properties or conduct of its business requires such qualification, except where the failure to be so organized,
qualified or in such good standing, or to have such power or autherity, would not. individually or in the aggregate,
reasonably be expected to prevent, materially delay or materially impair the ability of Parent and Merger Sub to
consummate the Merger and the other transactions contemplated by this Agreement. Parent has made available to
the Company a complete and correct copy of the certificate of formation and bylaws of Merger Sub as in effect on
the date of this Agreement.

(b) Corporate Authoriry. No vote of holders of limited partnership interests of Parent is necessary to approve
this Agreement and the Merger and the other transactions contemplated hereby. Each of Parent and Merger Sub has
all requisite corporate or limited partnership power and authority and has taken all corporate or limited partnership
action necessary in order to execute, deliver and perform its obligations under this Agreement, subject only to the
adoption of this Agreement by Parent as the sole shareholder of Merger Sub (the “Requisite Parent Vote™), which
will occur immediately following the execution of this Agreement, and to consummate the Merger. This Agreement
has been duly executed and delivered by each of Parent and Merger Sub and is a valid and binding agreement of,
Parent and Merger Sub, enforceable against each of Parent and Merger Sub in accordance with its terms, subject to
the Bankruptcy and Equity Exception,
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(c) Governmental Filings; No Violations: Eic. P

(i) Other than the FERC Approval, the NRC Approval and the FCC Approval and filings in respect thereof and
the filings andfor notices (A) pursuant fo Section 1.3, (B) required as a result of facts or circumstances solely
attributable to the Company or its Subsidiaries, a direct or indirect change of control thereof or the operation of their
businesses and (C) under the HSR Act (other than those in clauses (A) and (B), all such approvals being collectively
the “Parent Approvals™), no notices, reports or other filings are required to be made by Parent or Merger Sub with,
NOT dre any consents, registrations, approvals, permits or authorizations required to be obtained by Parent or Merger
Sub from, any Governmental Entity in connection with the exccution, delivery and performance of this Agreement
by Parent and Merger Sub and the consummation by Parent and Merger Sub of the Merger and the other transactions
contemplated hereby, except those, the failure to make or obtain which would not. individually or in the aggregate,
reasonably be expected to prevent, materially delay or materiatly impair the ability of Parent and Merger Sub to
consummate the Merger and the other transactions contemplated by this Agreement.

(ii) The execution, delivery and performance of this Agreement by Parent and Merger Sub do not, and the
consummation by Parent and Merger Sub of the Merger and the other transactions contemplated hereby will not,
constitute or result in (A) a breach or violation of, or a default under, the certificate of incorporation or formation or
certificate of limited partnership or bylaws or comparable governing documents of Parent or Merger Sub or the
comparable governing instruments of any of its Subsidiaries, (B) with or without notice, lapse of time or both, a
breach or vielation of, a termination (or right of termination) or a default under, the creation or acceleration of any
obligations under, or the creation of a Lien on any of the assets of Parent or any of its Subsidiaries pursuant to, any
Contracts binding upon Parent or any of its Subsidiaries or any Laws or governmental or non-governmental permiit
or license to which Parent or any of its Subsidiaries is subject, (C} assuming compliance with the matters referred to
in Section 3.2(c)(i), a violation of any Law to which Parent or any of its Subsidiaries is subject, except, in the case of
clause (B) or (C) above, for any breach, violation, termination, default, creation, acceleration or change that would
not, individually or in the aggregate, reasonably be expected to prevent, materially delay or materially impair the
ability of Parent or Merger Sub to consummate the Merger and the other transactions contemplated by this
Agreement.

(dy Litigation. As of the date of this Agreement, there are no civil, criminal or administrative actions, suits,
claims. hearings, investigations or proceedings pending or, to the knowledge of Parent, threatened against Parent or
Merger Sub that seek to enjoin, or would reasonably be expected to have the effect of preventing, making illegal, or
otherwise interfering with, any of the transactions contemplated by this Agreement, except as would not,
individually or in the aggregate, reasonably be expected to prevent, materially delay or materiatly impair the
ability of Parent and Merger Sub to consummate the Merger and the other transactions contemplated by this
Agreement.

(e) Financing. Section 5.2(e)(i) of the Parent Disclosure Letter sets forth a true and complete copy of the
commitment letter, dated as of the date of this Agreement, among Citigroup Global Markets Inc., Goldman Sachs
Credit Partners L.P., JPMorgan Chase Bank, N.A., J .P. Morgan Securities Inc., Lehman Brothers Inc., Lehman
Brothers Commercial Bank, Lehman Commercial Paper Inc. and Morgan Stanley Senior Funding, Inc. (the “Debt
Financing Commitment™), pursuant to which lenders party thereto have committed, subject to the terms and
conditions set forth therein, to lend the amounts set forth therein for the purposes of financing the transactions
contemplated by this Agreement and related fees and expenses (the “Debt Financing™). Section 5.2(e)ii) of the
Parent Disclosure Letter sets forth true and complete copies of the equity commitment letters, dated as of the date of |
this Agreement, from (i) KKR 2006 Fund L.P., (ii) TPG Partners V, L.P,, (iii) J.P. Morgan Ventures Corporation,
(iv) Citigroup Global Markets Inc. and (v) Morgan Stanley & Co. Incorporated (collectively, the “Equity Financing
Commitments” and together with the Debt Financing Commitment, the *Financing Commitments’™), pursuant to
which the investor parties thereto have committed, subject to the terms and conditions set forth therein, to invest the
amounts set forth therein (the “Equity Financing™ and together with the Debt Financing, the © inancing™}. Prior to
the date hereof, (i) none of the Financing Commitments has been amended or modified, (ii) no such amendment or
modification is contemplated, and (i) the respective commitments contained in the Financing Commitments have
not been withdrawn or rescinded in any respect. Merger Sub has fully paid any and all commitment fees or other fees
in connection with the Financing Commitments that are payable on or prior to the execution hereof. The Financing
Commitments are in full force and effect as of the date hereof and are the legal, valid and binding obligations of
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Merger Sub and, to the knowledge of Parent, of the other parties thereto. Notwithstanding anything in this
Agreement to the contrary, one or more Debt Financing Commitment may, in accordance with the provisions of this
Agreement, be superseded at the option of Parent after the date of this Agreement but prior to the Effective Time by
instruments (the “New Debt Financing Commitments™) replacing existing Debt Financing Commitment, provided
that the terms of the New Debt Financing Commitments shall not {a) expand upon the conditions precedent to the
Financing as set forth in the Debt Financing Commitment or (b) otherwise delay the Closing. In such event, the term
“Financing Commitments” as used herein shall be deemed to include the Financing Commitments that are not so
superseded at the time in question and the New Debt Financing Commitments to the extent then in effect, There are
no conditions precedent or other contingencies related to the funding of the full amount of the Financing, other than
as set forth in or contemplated by the Financing Commitments. As of the date hereof, no event has occurred that,
with or without notice, lapse of time or both, would constitute a default on the part of Parent or Merger Sub under
any of the Financing Commitments. As of the date hereof, Parent has no reason to believe that any of the conditions
to the Financing contemplated by the Financing Commitments will not be satisfied or that the Financing will not be
made available to Parent on the Closing Date. Assuming the Financing Commitments are funded, Parent and
" Merger Sub will have at and after the Closing funds sufficient to pay the aggregate Per Share Merger Consideration
(and any repayment or refinancing of debt contemplated by this Agreement or the Financing Commitments) and
any other amounts required to be paid in connection with the consummation of the transactions contemplated
hereby, and to pay all related fees and expenses.

{f) Capitalization of Merger Sub. The authorized capital stock of Merger Sub consists solely of 1,000 shares
of Common Stock, no par value, all of which are validly issued and outstanding. All of the issued and outstanding
capital stock of Merger Sub is, and at the Effective Time will be, owned by Parent or a direct or indirect wholly-
owned Subsidiary of Parent. Merger Sub has not conducted any business prior to the date hereof and has no, and
prior to the Effective Time will have no, assets, liabilities or obligations of any nature other than those incident to its
formation and pursuant to this Agreement and the Merger and the other transactions contemplated by this
Agreement, including the Financing.

(g) Parent’s ERCOT Generation. Parent and its “affiliates” (as defined in Section 11.003(2) of the Texas
Utilities Code as, in effect on the date hereof) do not directly or indirectly own, control or have under construction
any electric generation facilities that offer electricity for sale in the ERCOT Region or that are located in, or are
capable of delivering electricity for sale to, the ERCOT Region. Neither Parent nor its “affiliates” (as defined in
Section 11.003(2) of the Texas Utilities Code as in effect on the date hereof) have a present intention to acquire or
construct any electric generation facilities offering, or capable of offering electricity for sale to, the ERCOT Region,
except through the Company or its Subsidiaries.

(h) Foreign Ownership, Control or Influence. Each officer and manager of the sole general partner of Parent
is a U.S. citizen, and to the knowledge of Parent, none of the members owning 5% or more of the limited liability
company interests in the sole general partner of Parent is, or is controlled by, a foreign Person or entity. To the
knowledge of Parent after due inquiry, none of the limited partners owning singularly or collectively 10% or more of
Parent’s limited partnership interests is, or is controlled by, a foreign Person or entity. As of the Closing, no foreign
Person will control TXU Generation Company LP.

(i) Brokers. No agent, broker, finder or investment banker is entitled to any brokerage, finder’s or other fee
or commission in connection with the transactions contemplated by this Agreement based upon arrangements made
by or on behalf of Parent or Merger Sub for which the Company could have any liability prior to the Closing.

() Solvency. As of the Effective Time, assuming (i) satisfaction of the conditions to Parent’s and Merger
Sub’s obligation to consummate the Merger, or waiver of such conditions, (ii} the accuracy of the representations
and warranties of the Company set forth in Section 5.1 hereof (for such purposes, such representations and
warranties shall be true and correct in all material respects without giving effect to any “knowledge”, materiality or
“Material Adverse Effect” qualification or exception) including, without limitation, the representations and
warranties set forth in Section 5.1(e)(iii), and (iii) estimates, projections or forecasts provided by the Company
to Parent prior to the date hereof have been prepared in good faith on assumptions that were and continue to be
reasonable, and after giving effect to the transactions contemplated by this Agreement, including the Financing, and
the payment of the aggregate Per Share Merger Consideration, any other repayment or refinancing of existing
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indebtedness contemplated in this Agreement or the Financing Commitments, payment of all amounts required to
be paid in connection with the consummation of the transactions contemplated hereby, and payment of all related
fees and expenses, each of Parent and the Surviving Corporation wilt be Solvent as of the Effective Time and
immediately after the consummation of the transactions contemplated hereby. For the purposes of this Agreement,
the term “Solvent” when used with respect to Parent and the Surviving Corporation, means that, as of any date of
determination (a) the amount of the “fair saleable value” of the assets of Parent and the Surviving Corporation will,
as of such date, exceed (i) the value of all “liabilities of Parent and the Surviving Corporation, including contingent
and other liabilities," as of such date, as such quoted terms are generally determined in accordance with applicable
federal Laws governing determinations of the insolvency of debtors, and (ii) the amount that will be required to pay
the probable liabilities of Parent and the Surviving Corporation on their existing debts (including contingent and
other liabilities) as such debts become absolute and mature, {b) Parent and the Surviving Corporation will not have,
as of such date, an unreasonably small amount of capital for the operation of the businesses in which they intend to
engage or propose to be engaged following the Closing Date, and (¢) Parent and the Surviving Corporation will be
able to pay their liabilities, including contingent and other liabilities, as they mature. For purposes of this definition,
“not have an unreasonably smail amount of capital for the operation of the businesses in which it is engaged or
proposed to be engaged’” and “able to pay its liabilities, including contingent and other liabilities, as they mature”
means that Parent and the Surviving Corporation will be able to generate enough cash from operations, asset
dispositions or refinancing, or a combination thereof, 1o meet its obligations as they become due.

(k) Guarantee. Concurrently with the execution of this Agreement, Parent has caused the Guarantors to
deliver to the Company the duly executed Guarantees.

() Absence of Certain Agreements.  As of the date of this Agreement, neither Parent nor any of its Affiliates
has entered into any agreement. arrangement or understanding (in each case, whether oral or written), or authorized,
committed or agreed to enter into any such agreement, arrangement or understanding (in each case, whether oral or
written}, pursuant to which: (i) any shareholder of the Company would be entitled to receive consideration of a
different amount or nature than the Per Share Merger Consideration or pursuant to which any shareholder of the
Company agrees 10 vole to approve this Agreement or the Merger or agrees to vote against any Superior Proposal;
(ii) other than investment funds or other entities under common management with any of the Guarantors, any third
party has agreed to provide, directly or indirectly, equity capital {(other than pursuant to the Equity Financing
Commitments or as set forth in Section 5.2(1) of the Parent Disclosure Letter) to Parent or the Company to finance in
whole or in part the Merger; or (iii) any current employee of the Company has agreed to remain as an employee of
the Company or any of its Subsidiaries following the Effective Time.

ARTICLE VI

6.1 Interim Operations.

(a) The Company covenants and agrees as to itself and its Subsidiaries that, after the date hereof and prior to
the Effective Time (unless Parent shall otherwise approve in writing (such approval not to be unreasonably
withheld, delayed or conditioned)), and except as otherwise expressly contemplated by this Agreement or required
by applicable Laws, the business of it and its Subsidiaries shall be conducted, to the extent contemplated thereby, in
a manner consistent with the business plan set forth in Part 1 to Section 6.1(a) of the Company Disclosure Letter (the
“Business Plan”) and, otherwise in the ordinary course of business (taking into account the effects of the Business
Plan). To the extent consistent with the foregoing, the Company and its Subsidiaries shall use their respective
reasonable best efforts to preserve their business organizations intact and maintain existing relations and goodwill
with Governmental Entities, customers, suppliers, employees and business associates. Without limiting the
generality of the preceding provisions of this Section 6.1(a), and in furtherance thereof, from the date of this
Agreement until the Effective Time, except (A) as otherwise specifically contemplated or specifically permitied by
provisions of this Agreement other than this Section 6.1(a), (B) as Parent may approve in writing {such approval, not
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to be unreasonably withheld, delayed or conditioned), (C) as is required by applicable Law or (D) as set forth in
Section 6.1(a) of the Company Disclosure Letter, the Company will not and will not permit its Subsidiaries to:

(i) adopt any change in its certificate of formation or bylaws or other applicable governing instraments;
(ii) merge or consolidate the Company or any of its Subsidiaries with any other Person;

(iii) adopt a plan of complete or partial liquidation, dissolution, restructuring, recapitalization or other
reorganization of the Company or any of its Subsidiaries;

(iv) make any acquisition of any assets or Person for a purchase price in excess of $10 million unless such
acquisition would be permissible under clause (xi) below;

(v) issue, sell, pledge, dispose of, grant, transfer, encumber, or authorize the issuance, sale, pledge,
disposition, grant, transfer, lease, license, guarantee or encumbrance of, any shares of capital stock of the
Company or any of its Subsidiaries (other than (A} the issuance of Shares upon the settlement of performance
units, restricted stock awards and other awards under the Stock Plans (and dividend equivalents thereon, if
applicable), (B) the issuance of Shares upon conversion of Convertible Senior Notes, or (C) the issuance of
shares by a wholly-owned Subsidiary of the Company to the Company or another wholly-owned Subsidiary),
or securities convertible or exchangeable into or exercisable for any shares of such capital stock, or any
options, warrants or other rights of any kind to acquire any shares of such capital stock or such convertible or
exchangeable securities;

(vi) make any loans, advances or capital contributions to or investments in any Person (other than the
Company or any direct or indirect wholly owned Subsidiary of the Company) in excess of $20 million in the
aggregate;

(vii) declare, set aside, make or pay any dividend or other distribution, payable in cash, stock, property or
otherwise, with respect to any of its capital stock (except for (A) regular quarterly dividends paid to holders of
Shares in an amount not to exceed $0.4325 per Share per quarter, with record dates of or no earlier than,
March 2, 2007; June 1, 2007; September 1, 2007; December 1, 2007; March {, 2008 and June 1, 2008,
respectively, and provided that no quarterly dividend will be declared with respect to the quarter in which the
Effective Time occurs unless the Effective Time is after the record date for such quarter, (B) dividends paid in
the ordinary course of business consistent with past practice by any direct or indirect wholly-owned Subsidiary
to the Company or to any other direct or indirect wholly-owned Subsidiary and (C) dividends to holders of
shares of preferred stock of TXU US Holdings Company in accordance with the terms of such preferred stock)
or enter into any agreement with respect to the voting of its capital stock;

(viii) reclassify, split, combine, subdivide or redeem, purchase or otherwise acquire, directly or
indirectly, any of its capital stock or securities convertible or exchangeable into or exercisable for any
shares of its capital stock (other than the acceptance of Convertible Senior Notes surrendered by their holders
for conversion and the acquisition of any Shares tendered by current or former employees or directors in order
to pay Taxes in connection with the settlement of performance units, restricted stock awards and other awards
under the Stock Plans);

(ix) repurchase, redeem, defease, cancel, prepay, forgive, issue, sell, incur or otherwise acquire any
indebtedness for borrowed money or any debt securities or rights to acquire debt securities of the Company or
any of its Subsidiaries, or assume, guarantee or otherwise become responsible for such indebtedness of another
Person (other than a wholly owned Subsidiary of the Company), except for indebtedness for borrowed money
incurred or repaid in the ordinary course of business consistent with past practice (A) under the Company’s
existing revolving credit facilities or the extension or refinancing thereof, (B) under commercial paper
borrowings, (C) to refinance indebtedness for borrowed money as such indebtedness matures and using
commercially reasonable efforts to obtain comparable terms and conditions, (D) by drawing under outstanding
letters of credit or (E) in connection with the remarketing of outstanding Pollution Control Revenue Bonds in
each case of any excepted issuance, refinancing or incurrence of indebtedness, which does not include any
prepayment penalties, makewhole or similar terms and which does not interfere with, compete with or impede
in any material respect the Debt Financing;
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(x) amend or modify in any material respect the terms of, or refinance, any indebtedness for borrowed
money, guarantee of indebtedness for borrowed money or debt securities of the Company or any of its
Subsidiaries, except in connection with any refinancing of such indebtedness as it matures that does not
include any new prepayment penalties, make-whole or similar term and does not unreasonably interfere with,
compete with or impede in any material respect the Debt Financing;

(xi) except as set forth in the capital expenditures contained in the Business Plan and for expenditures
related to operational emergencies, equipment failures or outages, make or authorize any capital expenditure
in excess of $50 million in the aggregate during any 12 month period;

(xii} except as required by applicable Law, reactivate or enter into any “reliability must run” Contract
with respect to any generating plant that, as of the date of this Agreement, is shutdown or “mothballed;”

(xiii) make any material changes with respect to accounting policies or procedures, except as required by
Law or by changes in GAAP;

(xiv) waive, release or settle any pending or threatened litigation or other proceedings before a
Governmental Entity (A) for an amount in excess of $10 million or (B) entailing the incurrence of (1) any
obligation or liability of the Company in excess of such amount, including costs or revenue reductions,
(2) obligations that would impose any material restrictions on the business or operations of the Company or its
Subsidiaries, or (C) that is brought by any current, former or purported holder of any capital stock or debt
securities of the Company or any Subsidiary relating to the transactions contemplated by this Agreement;

(xv) other than in the ordinary course of business consistent with past practice or except to the extent
required by Law, make or change any material Tax election, settle or compromise any Tax liability of the
Company or any of its Subsidiaries in excess of $10 million, change any method of Tax accounting, enter into
any closing agreement with respect to any material Tax or surrender any right to claim a material Tax refund;

(xvi} take any action outside the ordinary course of business that could result in the inclusion in taxable
income of any intercompany gain of the Company or any of its Subsidiaries;

(xvii) transfer, sell, lease, license, mortgage, pledge, surrender, encumber, divest, cancel, abandon or
allow to lapse or expire or otherwise dispose of any assets, product lines or businesses of the Company or its
Subsidiaries (including capital stock of any of its Subsidiaries) with a fair market value in excess of
$400 million in the aggregate, other than sales of inventory, electricity or other commodities, Derivative
Products, real property or obsolete goods or equipment or cancellation of, abandonment of, or allowing to
lapse or expire, Inteliectual Property in the ordinary course of business consistent with past practice or
pursuant to Contracts in effect prior to the date hereof that have been made available to Parent or Merger Sub;

(xviii) except as required pursuant to Contracts or Benefit Plans in effect prior to the date of this
Agreement, or as otherwise required by applicable Law, (A} grant or provide any severance or termination
payments or benefits to any director or employee of the Company or any of its Subsidiaries or to any
Designated Officer, except, in the case of employees who are not Designated Officers, in the ordinary course of
business and consistent with past practice, (B) increase the compensation or make any new equity awards to
any director or employee of the Company or any of its Subsidiaries or to any Designated Officer, except, in the
case of employees who are not Designated Officers of the Company, in the ordinary course of business and
consistent with past practice or (C) establish, adopt, terminate or materially amend any Benefit Plan (other than
routine changes to welfare plans);

(xix) (A) modify in any material respect the TXU Trading Policies or any similar policy, other than
modifications that are more restrictive to the Company and its Subsidiaries or (B) enter into any Derivative
Product or any similar transaction, other than as permitted by Section 6.1(a)(xix) of the Company Disclosure
Letter;

{(xx) enter into, terminate (other than at the end of a term), renew or materially extend or amend any
Company Material Contract or Contract that, if in effect on the date hereof, would be a Company Material
Contract; or waive any material default under, or release, settle or compromise any material claim against the
Company or liability or obligation owing to the Company under any Company Material Contract;
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(xxi) fail to maintain in full force and effect material insurance. policies covering the Company and its
Subsidiaries and their respective properties, assets and businesses in a form and amount consistent with past
practice unless the Company determines in its reasonable commercial judgment that the form or amount of
such insurance should be modified;

(xxii) (A) except for any filings or proceedings related to automatic transmission capital trackers or
automated meter reading investments, voluntarily file or initiate any proceeding before any Governmental
Emtty regarding rates charged by any Subsidiary of the Company, (B) enter into any settlement or make any
commltment or concession with any Person (including any Governmental Entity) regarding the regulated
rates, regulated rate base or return on equity of any Subsidiary of the Company or (C) take those actions
referenced on Section 6.1(a)(xxii} of the Company Disclosure Letter;

(xxiii) sell, transfer, swap, encumber or otherwise make unavailable to the Company and its Subsidiaries
anty air emnissions allowances, credits or offsets presently available to, possessed or controlled by the Company
or its ‘Subsidiaries, or purchase any air emissions allowances, credits or offsets, provided that the foregoing
shall not restrict the Company or any of its Subsidiaries from using any such allowances, credits or offsets
consjstent with past practice, to offset emissions at any of their facilities;

(xxiv) enter into any new commodity transactions which are referred to as Category I transactions in
(xix) of Section 6.1(a) of the Company Disclosure Letter (“Category I Transactions™), that require the initial or
ongtiing posting of letters of credit and/or-cash as collateral support, except for any of such Category [
Transactions referred to in paragraph 2 of the description thereof that will have a scheduled duration of
36 months or less (“Exempt Category I Transactions™);

(xxv) revoke, withdraw, terminate or abandon any currently outstanding or pending Environmental
Permits or applications therefor relating to (A) the construction of generation facilities; or (B) the operation of
the business of the Company or its Subsidiaries, except such actions that are taken in the ordinary course of
business; or

(xxvi) agree, authorize or commit to do any of the foregoing.

(b) After the date hereof and on or prior to the Closing Date, to the extent that the Company or any of its
Subsidiaries enters into any transactions defined as Category I Transactions (other than Exempt Category I
Transactions,. such non-exempt transactions being referred to as, “Post-Signing Commodity Hedging
Arrangements™) and is required to provide Liens, security interests or other collateral to support their
respective obligations under such Post-Signing Commodity Hedging Arrangements, the Company shall cause
the documentation relating to such Post-Signing Commodity Hedging Arrangements to provide for, on the Closing
Date, automatic termination, amendment and/or other release of such Liens, security interests and other collateral
and the replacement of such collateral support obligations with Liens on the Collateral (as defined in Exhibit B 10
the Debt Financing Commitment} that would be pari passu with the Liens granted to secure the Borrower
Obligations, the Guarantees and other Hedging Arrangements (each as described and as defined in Exhibit B to the
Debt Financing Commitment). In addition, the Company shall cause the Post-Signing Commodity Hedging
Arrangements not to include any limitations on the Company or its Subsidiaries to incur indebtedness or grant Liens
on its assets. :

(c) Except for actions required under the terms of this Agreement, neither party hereto shall intentionally take
or permit any of its Affiliates to take any action that is reasonably likely to prevent or delay in any matenal respect
the consummat:on of the Merger :

{d) Nothing contained in this Agreement is intended to give Parent, directly or indirectly, the right to control or
direct the Company’s or its Subsidiaries’ operations prior to the Effective Time, and nothing contained in this
Agreement is intended to give the Company, directly or indirectly, the right to control or direct Parent’s or its
Subsidiaries’ operations. Prior to the Effective Time, each of Parent and the Company shall exercise, consistent with
the terms and conditions of. this Agreement, complete control and supervision over its and its Subsidiaries’
respective operations.
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in connection with taking any actions required by clauses (A} and (B) of thls Section 6.2(e) or the proviso in
Section 8.3(a)); or 5 .

{ii) except as expressly permitted by Section 8.3{a), cause or permit the Company to enter into any
acquisition agreement, merger agreement or similar definitive. agreement (other than a confidentiality
agreement referred to in Section 6.2(a) or Section 6.2(c)) (an-*Alternative Acquisition Agreement”)
relating to any Acquisition Proposal.

Notwithstanding anything to the contrary set forth in this Agreement, prior to the time, but not after, the
Requisite Company Vote is obtained, the board of directors of the Company may withhold, withdraw, qualify or
modify the Company Recommendation in response to a material change in circumstances or approve, recommend
or otherwise declare advisable any Superior Proposal made after the date hereof, if the Board of Directors of the
Company determines in good faith, after consultation with outside counsel, that failure to do so could be
inconsistent with its fiduciary obligations under applicable Law (any of the foregoing, a “Change of
Recommendation™), provided that in the case of any Change in Recommendation that is not the result of an
Excluded Party Superior Proposal: )

{A) the Company shall have provided prior written notice to Parent and Merger Sub, at least five calendar
days in advance (the “Notice Period™), of its intention. to effect a Change of Recommendation which notice
shall specify the basis for such Change of Recommendation including, if in connection with a Superior
Proposal, the identity of the party making the Superior Proposal and the material terms thereof; and

{B) prior to effecting such Change of Recommendation, the Company shall, and shall cause its financia}

and legal advisors to, during the Notice Period, negotiate with Parent and Merger Sub in good faith (to the

. extent Parent and Merger Sub desire to negotiate) to make such adjustments in the terms and conditions of this
Agreement as would permit the Company not to effect a Change of Recommendation,

In the event of any material revisions to the Superior Proposal that is not an Excluded Party Superior Proposal,
the Company shall be required to deliver a new written notice to Parent and Merger Sub and to comply with the
requirements of this Section 6.2(e) with respect to such new written notice, except that the Notice Period shall be
reduced to three calendar days. None of the board of directors of the Company, any committee thereof or the
Company itself, shall enter into any binding agreement with any Person to llmit or not to give prior notice to Parent
and Merger Sub of its intention to effect a Change of Recommendation or.to terminate this Agreement in light of a
Superior Proposal, other than contemporaneously with the entering into of any Alternative Acquisition Agreement
or the termination of this Agreement, in each case in compliance with Section 8.3(a).

" (f) Nothing contained in this Section 6.2 shall be deemed to prohibit the Company or the board of directors of
the Company from (i} complying with its disclosure obligations under U.S. federal or state Law with regard to an
Acquisition Proposal, including taking and disclosing to its shareholders a position contemplated by Rule 14d-9 or
Rule 14e-2(a) under the Exchange Act (or any similar communication to stockholders), provided that any such
disclosure (other than a “stop, look and listen” communication or similar communication of the type contemplated
by Rule 14d-9(f) under the Exchange Act) shall be deemed to be a Change of Recommendauon unless the board of
directors of Lhe Company expressly publicly reaffirms at least two business days prior to the Shareholders Meeting
its recommendation in favor of the approval of this Agreement, or (i1) making any ° stop look-and-listen”
communication or similar communication of the type contemplated by Rule 14d-9(f) under the Exchange Act.

" (g) From and after the No-Shop Period Start Date, the Company agrees that it will promptly (and, in any event,
within 48 hours) notify Parent if any proposals or offers with respect to an Acquisition Proposal are received by, any
non-public information is requested from, or any discussions or negotiations are sought to be initiated or continued
with, it or any of its Representatives indicating, in connection with such notice, the identity of the Person or group of
Persons making such offer or proposal, the material terms and conditions of any proposals or offers (including, if
applicable, copies of any written requests, proposals or offers, including proposed agreements) and thereafter shall
keep Parent reasonably informed, on a prompt basis, of the status and terms of any such proposals or offers
(including any amendments thereto) and the status of any such dlSCl.lSSlOIlS or negotlatlons mcludmg any change in
the Company’s intentions -as previously notified. - N I -
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6.3 Proxy Siatement.

{a) The Company shall prepare promptly following the date hereof and file with the SEC as promptly as
practicable (and in any event use reasonable best efforts to file within 20 business days after the date of this
Agreement), a proxy statement in preliminary form relating to the Shareholders Meeting (such proxy statement,
including any amendment or supplement thereto, the “Proxy Statement”). The Company agrees, as to itself and its
Subsidiaries, that, at the date of mailing to sharehclders of the Company and at the time of the Sharehclders
Meeting, (i} the Proxy Statement will comply in all material respects with the applicable provisions of the Exchange
Act and the rules and regulations thereunder and (ii) none of the information supplied by it or any of its Subsidiaries
for inclusion or incorporation by reference in the Proxy Statement will contain any untrue statement of a material
fact or omit to state any material fact required to be stated therein or necessary in order to make the statements
therein, in light of the circumstances under which they were made, not misleading.

(b} The Company shall promptly notify Parent of the receipt of all comments of the SEC with respect to the
Proxy Statement and of any request by the SEC for any amendment or supplement thereto or for additional
information and shall promptly provide to Parent copies of all correspondence between the Company and/or any of
its Representatives and the SEC with respect to the Proxy Statement. The Company and Parent shall each use its
reasonable best efforts to promptly provide responses to the SEC with respect to all comments received on the Proxy
Staterment by the SEC and the Company shall cause the definitive Proxy Statement to be mailed promptly after the
date the SEC staff advises that it has no further comments thereon or that the Company may commence mailing the
Proxy Statement, provided that the Company shall not be required to mail the Proxy Statement prior to the No-Shop
Period Start Date. To the extent required by applicable Laws, the Company shall, as promptly as reasonably
practicable prepare, file and distribute to the shareholders of the Company any supplement or amendment to the
Proxy Statement if any event shall occur which requires such action at any time prior to the Company Shareholders
Meeting. : :

6.4 Shareholders Meeting. The Company shall, in accordance with applicable Law and its certificate of
formation and bylaws, call, give notice of and convene a meeting of holders of Shares (the “Shareholders Meeting™)
and take all other reasonable action necessary to convene the Shareholder Meeting as promptly as practicable after
the date of mailing of the Proxy Statement to consider and vote upon the approval of this Agreement.
Notwithstanding anything contained in this Agreement to the contrary, the Company shall not be required to
hold the Shareholders Meeting at any time at which the Company reasonably believes holding the Shareholders
Meeting could result in a violation of applicable Law. Subject to Section 6.2, the board of directors of the Company
shall recommend such approval (and shall include such recommendation in the Proxy Statement) and, unless there
has been a Change of Recommendation, the Company shali take all reasonable lawful action to solicit such approval
of this Agreement, provided that the foregoing shall not limit the Company’s obligaticns set forth in Section 6.3 of
this Agreement. Subject to the second sentence of Section 6.4, notwithstanding anything to the contrary contained
in this Agreement, the obligation of the Company to call, give notice of, convene and hold the Shareholders Meeting
shall not be limited or otherwise affected by a Change of Recommendation unless this Agreement is terminated
pursuant to Section 8.3(a).

6.5 Filings; Other Actions; Notification.

(a) Cooperation. (i) Subject to the terms and conditions set forth in this Agreement, the Company and Parent
shall cooperate with each other and use (and shall cause their respective Subsidiaries to use) their respective
reasonable best efforts to take or cause to be taken all actions, and do or cause to be done all things, reasonably
necessary, proper or advisable on its part under this Agreement and applicable Laws to consummate and make
effective the Merger and the other transactions contemplated by this Agreement as soon as practicable, including
preparing and filing as promptly as practicable all documentation to effect all necessary notices, reports and other
filings and to obtain as promptly as practicable all consents, registrations, approvals, permits and authorizations
necessary or advisable to be obtained from any third party and/or any Governmental Entity in connection with the
execution, delivery and performance of this Agreement and the consummation of the Merger or any of the other
transactions contemplated by this Agreement. The Company and Parent will each request early termination of the
waiting period with respect to the Merger under the HSR Act. The Company and Parent shall use their respective
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commercially reasonable efforts to file with the FERC an application for the FERC Approval within 20 business
days after the date hereof.

(ii) The Company and Parent have cooperated in formulating the strategy and business plan set forth in
Section 6.5 of the Company Disclosure Letter, which is consistent with Parent’s business plans. The Company shall
cooperate with Parent in communicating such strategy and business plan to, and pursuing such strategy and business
plan with, the appropriate Governmental Entities. Subject to the terms and conditions of this Agreement, Parent
shall be free to give notices to, make filings with, seek consents, waiver or approvals from or otherwise appear
formally or informally before such Governmental Entities in support of the matters contemplated by the strategy
and business plan, and, subject to the terms and conditions of this Agreement, the Company shall provide support in
connection therewith, including, to the extent requested by Parent, by making such filings, seeking such consents,
waivers or approvals or otherwise appearing formally (including by providing testimony) or informally before such
Governmental Entities in support of the agreed strategy and business plan, Parent agrees that it will consult with and
consider in good faith the views of the Company with regard to any proposed modificaticns to the agreed stratepy
and business plan. Parent shall be free to modify the agreed strategy and business plan, but except as otherwise
expressly set forth in the Business Plan or for modifications agreed by the Company, in connection therewith, the
Company and its Subsidiaries shall not be required to take or agree to take any action with respect to their respective
businesses or operations unless the effectiveness of such agreement or action is conditioned upon Closing. Whether
or not the Company agrees with any modified strategy of Parent, the Company shall take no action or make any
staternent intended or reasonably expected to frustrate, interfere with or delay any modification of the strategy and
business plan the effectiveness of which is conditioned on the Closing, provided that nothing herein shall limit the
ability of the Company or any of its representatives to respond truthfully to inquiries from any Governmental Entity.
The Company shall not be required to endorse as the Company’s own strategy or take actions to support, or in
support of, any modification of the strategy and business plan that the Company determines in good faith would not
be in the best interests of the Company to support if the Merger were not to be compieted, provided that in any event
. the Company agrees, subject to the proviso in the immediately preceding sentence, (x) to make such filings and seek
such consents, waivers or approvals as are requested by Parent or are requested or required by any Governmental *
Entity and (y) to appear formally (including by providing testimony) or informally before such Governmental
Entity if requested by Parent or required by such Governmental Entity, in each case in connection with and to
facilitate modifications to the strategy and business plan. Subject to applicable Laws relating to the exchange of
information, Parent and the Company shall use their respective reasonable best efforts to provide the other a
reasonable opportunity to review in advance and, to the extent practicable, each will consult with the other on and
consider in good faith the views of the other in connection with, all of the information relating to Parent or the
Company, as the case may be, and any of their respective Subsidiaries, that appears in any filing made with, or
written materials submitted to, or oral presentations made to, any third party and/or any Governmental Entity in
connection with the Merger and the other transactions contemplated by this Agreement (including the Proxy
Statement). In exercising the foregoing rights, each of the Company and Parent shall act reasonably and as promptly
as practicable. The parties agree that to the extent practicable, neither shall hold any meetings or substantive
telephonic communications with the PUCT or any Governmental Entity whose approval is required in connection
with the Merger without giving the other party or its representatives a reasonable opportunity to participate, and in
any event the parties shall keep each other reasonably apprised of all substantive communications with
Governmental Entities regarding the Merger and the strategy and business plan.

(iii) Inconnection with any notices, reports and other filings and all consents, registrations, approvals, permits
and authorizations sought to be obtained from any third party andfor any Governmental Entity in connection with
the execution, delivery and performance of this Agreement and the consummation of the Merger or in connection
with any investigation, hearing, inquiry or other proceeding of any nature brought by any Governmental Entity with
respect to or relating to this Agreement or the Merger, in no event shall the Company or any of its Subsidiaries
consent to any action by any Governmental Entity or enter into or offer to enter into any material commitment,
agreement or undertaking with any Governmental Entity or incur any material liability or obligation to any
Governmental Entity with respect to the Company or any of its Subsidiaries without the prior written consent of
Parent, such consent not to be unreasonably withheld or delayed so long as such action is consistent with the strategy
and business plan, including as modified by Parent. In the event that the Company and Parent agree upon the use of
common counsel or consultants, they shall share equally the fees and expenses of such counsel and consultants.
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Notwithstanding anything in this Article VI to the contrary, actions taken by either party consistent with the
Business Plan shall not be deemed to breach any provisions of this Agreement.

(b) Information. Subject to applicable Laws, the Company and Parent each shall, upon request by the other,
furnish the other with all information concerning itself, its Subsidiaries, directors, officers and shareholders and
such other matters as may be reasonably necessary or advisable in connection with the Proxy Statement or any other
statement, filing, notice or application made by or on behalf of Parent, the Company or any of their respective
Subsidiaries to any third party and/or any Governmental Entity in connection with the Merger and the transactions
contemplated by this Agreement.

(c) Status. Subject to applicable Laws and the instructions of any Governmental Entity, the Company and
Parent each shall keep the other reasonably apprised of the status of matters relating to completion of the
transactions contemplated hereby, including promptly furnishing the other with copies of notices or other
communications received by Parent or the Company, as the case may be, or any of its Subsidiaries, from any
third party and/or any Governmental Entity with respect to the Merger and the other transactions contemplated by
this Agreement. Neither the Company nor Parent shall permit any of its officers or any other Representatives to
participate in any meeting with any Governmental Entity in respect of any filings with, investigation or other inquiry
by such Governmental Entity with respect to the Merger and the other transactions contemplated by this Agreement
unless it consults with the other party in advance and, to the extent permitted by such Governmental Entity, gives the
other party (either directly or through one of its Representatives) the oppartunity to attend and participate therein.

(d) Regulatory Matters. Subject to the terms and conditions set forth in this Agreement, without limiting the
generality of the other undertakings pursuant to this Section 6.5, each of the Company (in the case of Subsections
6.5(d)(i) and (iii) set forth below)} and Parent (in all cases set forth below) agree to take or cause to be taken the
following actions:

(i) the prompt provision to each and every federal, state, local or foreign court or Governmental Entity
(including FERC) with jurisdiction over any Company Approvals or Parent Approvals of non-privileged
information and documents reasonably requested by any such Governmental Entity or that are necessary,
proper or advisable to permit consummation of the transactions contemplated by this Agreement;

(ii) with respect to the FERC Approval, the expiration or earlier termination of the waiting period
applicable to the consummation of the Merger under the HSR Act, and any other approval or consent of a
Governmental Entity arising due to a change in Law after the date of this Agreement, the prompt use of its best
efforts to obtain all such necessary approvals and avoid the entry or enactment of any permanent, preliminary
or temporary injunction or other order, decree, decision, determination, judgment or Law that would restrain,
prevent, enjoin, materially delay or otherwise prohibit consummation of the transactions contemplated by this
Agreement, including the proffer and agreement by Parent of its willingness to sell or otherwise dispose of, or
hold separate pending such disposition, and promptly to effect the sale, disposal and holding separate of, such
assets, categories of assets or businesses or other segments of the Company or Parent or either's respective
Subsidiaries or Affiliates (and the entry into agreements with, and submission to orders of, the relevant
Governmental Entity giving effect thereto) if such action should be reasonably necessary or advisable to avoid,
prevent, eliminate or remove the actual, anticipated or threatened (x) commencement of any proceeding in any
forum or (y) issuance, enactment or enforcement of any order, decree, decision, determination, judgment or
Law that would delay, restrain, prevent, enjoin or otherwise prohibit consummation of the Merger by any
Governmental Entity; and

(iii) best efforts to take, in the event that any permanent, preliminary or temporary injunction, decision,
order, judgment, determination, dectee or Law is entered, issued or enacted, or becomes reasonably
foreseeable to be entered, issued or enacted, in any proceeding, review or inquiry of any kind that would
make consummation of the Merger in accordance with the terms of this Agreement unlawful or that would
restrain, prevent, enjoin, materially delay or otherwise prohibit consummation of the Merger or the other
transactions contemnplated by this Agreement, any and all steps (including the appeal thereof, the posting of a
bond or the taking of the steps contemplated by clause (it) of this Section 6.5(d)) necessary to resist, vacate,
modify, reverse, suspend, prevent, eliminate, avoid, remove or comply with such actual, anticipated or
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threatened injunction, decision, order, judgment, determination, decree or enactment so as to permit such
consummation on a schedule as close as possible to that contemplated by this Agreement;

provided that nothing in Section 6.5(a) or this Section 6.5(d) shall obligate Parent to proffer, agree or commit to
(A) modify Parent’s and its Subsidiaries’ (including the Company and its Subsidiaries) anticipated capital structure
{(including levels of indebtedness) as set forth in the Financing Commitments in effect on the date hereof (or in any
Financing Commitments thereafter having a capital structure reflecting at least as much equity financing as is
reflected in the Financing Commitments in effect on the date hereof) in any material respect following the Closing,
(B) subject to Parent’s representations in Sections 5.2(g) and 5.2(h) being true and correct in all material respects,
any modification in the identity of the equityholders of Parent and its Affiliates or the amounts of their equity
investment as set forth in the Equity Financing Commitments on the date hereof, or (C) any Material Baseload
Divestiture Requirement, except to the extent that any such divestiture or submission set forth in this
clause (C) would not, individually or in the aggregate, reasonably be expected to have a Company Material
Adverse Effect.

(e) NRC Approval. (i) The Company and Parent shall jointly prepare and cause TXU Generation Company
LP to file as promptly following the date hereof as may be practicable {and in any event use reasonable best efforts
to file within 25 business days after the date hereof) one or more applications (the “NRC Application™} with the
NRC for approval of the indirect transfer of the NRC license for Comanche Peak and, if and to the extent necessary,
any conforming amendment of the NRC license to reflect such indirect transfer. Thereafter, the Company and
Parent shall cooperate with one another to facilitate review of the NRC Application by the NRC staff, including but
not limited to promptly providing the NRC staff with any and all documents or information that the NRC staff may
reasonably request or require any of the parties to provide or generate.

(ii) The NRC Application shall identify TXU Generation Company LP, the Company and Parent as separate
parties to the NRC Application, but the Company and Parent shall jointly direct and control the prosecution of the
NRC Application. In the event the processing of the NRC Application by the NRC becomes subject to a hearing or
other extraordinary procedure by the NRC (a “Contested Proceeding™), until the earlier of the time such Contested
Proceeding becomes final and nonappealable and the Effective Time, the Company, on the one hand, and Parent, on
the other hand, shall separately appear therein by their own counsel, and shall continue to cooperate with each other
to facilitate a favorable result.

(iii) The Company and Parent will bear their own costs of the preparation, submission and processing of the
NRC Application, including any Contested Proceeding that may occur in respect thereof; provided, however, that
Parent, on the one hand, and the Company, on the other hand, shall equally share the costs of all NRC staff fees
payable in connection with the NRC Application and costs incurred by TXU Generation Company LP in filing and
prosecuting the NRC Application. In the event that the Company and Parent agree upon the use of common counsel,
they shall share equally the fees and expenses of such counsel,

{(iv) Parent will conform to the restrictions on foreign ownership, control or domination contained in
Sections 103d and 104d of the Atomic Energy Act, 42 U.S.C. §§ 2133(d) and 2134(d), as applicable, and the
NRC’s regulations in 10 C.F.R. § 50.38 and will, as promptly as practicable after the date of this Agreement, use best
efforts to develop and implement in a manner satisfactory to the NRC a mitigation plan to address foreign ownership
and control and any other concerns that may be raised by the NRC, including accepting any licensing conditions
imposed by the NRC, provided that nothing in this Section 6.5(e)(iv) shall obligate Parent to proffer, agree or
commit to (A) modify Parent’s and its Subsidiaries (including the Company its Subsidiaries) anticipated capital
structure (including levels of indebtedness) as set forth in the Financing Commitment in effect on the date hereof (or
in any Financing Commitments thereafter having a capital structure reflecting at least as much equity financing as is
reflected inthe Financing Commitments in effect on the date hereof) in any material respect following the Closing;
or (B) subject to Parent’s representations in Sections 5.2(g}) and 5.2(h) being true and correct in all material respects,
any modification in the identity of the equityholders of Parent and its Affiliates or the amounts of their equity
investment, in each case as set forth in the Equity Financing Commitments in effect on the date hereof.

(f) If, after the date of this Agreement, the legislature of the State of Texas passes a statute which is enacted
into Law or any binding regulatory or administrative action is taken pursuant to authority granted by such new
statute which, in either case, imposes a requirement that the Company or its Subsidiaries divest or submit to capacity
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auctions for baseload solid fuel generation capacity (a “Baseload Enactment’™), then, unless within 30 days afier the
date either party notifies the other in writing of such Baseload Enactment (each such 30th day, a “Baseload Waiver
Date™), Parent and Merger Sub notify the Company in writing either (i) that such Baseload Enactment is not, and
does not impose, a Material Baseload Divestiture Requirement or (ii) that no changes or eifects to the extent
resulting from such Baseload Enactment shall constitute or be taken into account in determining whether there has
been a Company Material Adverse Effect (each writien notice referred to in clause (ii) being an “MAE Exclusion
Agreement”), the Company shall have the right for 15 days after the Baseload Waiver Date to terminate this
Agreement pursuant to Section 8.3(d). Each party agrees to notify the other promptly upon determining in good
faith that a Baseload Enactment has been enacted or taken.

6.6 Access and Reports. Subject to applicable Law, upon reasonable notice, the Company shall (and shall
cause its Subsidiaries to) afford Parent’s officers and other Representatives and, subject to the prior written approval
of the Company (such approval not to be unreasonably withheld, delayed or conditioned), potential financing
sources (that are not in competition in any material respect with the Company or its Subsidiaries, other than
activities relating to financial transactions, including commodity hedging and trading activities), reasonable access,
during normal business hours throughout the period from the date hereof and through the Effective Time, to its
employees, properties, books, contracts and records and, during such period, the Company shall (and shall cause its
Subsidiaries to) furnish promptly to Parent all information concerning its business, properties, facilities, operations
and personnel as may reasonably be requested, provided that no investigation pursvant to this Section 6.6 shall
affect or be deemed to modify any representation or warranty made by the Company herein, and provided, further,
that the foregoing shall not require the Company (i) to permit any inspection, or to disclose any information, that in
the reasonable judgment of the Company would result in the disclosure of any trade secrets of third parties or violate
any of its obligations with respect to confidentiality if the Company shall have used reasonable best efforts to
furnish such information in a manner that does not result in any such disclosure, including obtaining the consent of
such third party to such inspection or disclosure or (ii) to disclose any privileged information of the Company or any
of its Subsidiaries if the Company shall have used commercially reasonable efforts to furnish such information in a
manner that does not result in the loss of such privilege. All requests for information made pursuant to this
Section 6.6 shali be directed to the executive officer or other Person designated by the Company. All such
information shall be governed by the terms of the Confidentiality Agreement. Subject in all respects to the terms of

_this Section 6.6, promptly after receipt thereof, the Company shall deliver to Parent copies of any written reports to
the Company’s risk management forum, pursuant to the Company’s existing risk management policies, in
connection with any breaches of, or exceptions from, the Company’s existing risk management policies,
provided that to the extent that such exceptions include information related to commodity hedging and trading
transactions or to counterparties covered by confidentiality provisions, the Company shall provide a modified form
of such exception report excluding such information.

6.7 Stock Exchange De-listing.  Prior to the Closing Date, the Company shall cooperate with Parent and use
reasonable best efforts to take, or cause to be taken, all actions, and do or cause to be done all things, reasonably
necessary, proper or advisable on its part under applicable Laws and rules and policies of the NYSE and the Chicago
Stock Exchange to cause the delisting by the Surviving Corporation of the Shares from the NYSE and the Chicago
Stock Exchange and the deregistration of the Shares under the Exchange Act as promptly as practicable after the
Effective Time.

6.8 Publicity. The initial press release regarding the Merger shall be a joint press release and thereafter the
Company and Parent each shall consult with each other prior to issuing any press releases or otherwise making
public announcements with respect to the Merger and the other transactions contemplated by this Agreement and
prior to making any filings with any third party and/or any Governmental Entity (including any national securities
exchange or interdealer quotation service) with respect thereto, except as may be required by Law or by obligations
pursuant to any listing agreement with or rules of any national securities exchange or interdealer quotation service
or by the request of any Government Entity.

6.9 Employvee Benefits.

(a) Parent agrees that the employees of the Company and its Subsidiaries will continue to be provided
(1) during the period commencing at the Effective Time and ending on December 31, 2008 with (A) base salary and

A-33




bonus opportunities (including annual and quarterly bonus opportunities and long-term incentive opportunities)
which are no less favorable in the aggregate than the base salary and bonus opportunities (but excluding equity or
equity-based compensation) provided by the Company and its Subsidiaries immediately prior to the Effective Time,
and (B) pension and welfare benefits and perquisites that are no less favorable in the aggregate than those provided
by the Company and its Subsidiaries immediately prior to the Effective Time, and (ii) during the period
commencing at the Effective Time and ending 24 months thereafter, with severance benefits that are no less
than those provided by the Company and its Subsidiaries immediately prior to the Effective Time. Notwithstanding
the foregoing, nothing contained herein shall obligate Parent, the Surviving Corporation or any of their Affiliates to
retain the employment of any particular employee.

(b) Parent will cause any employee benefit plans which the employees of the Company and its Subsidiaries are
entitled to participate in to take into account for purposes of eligibility, vesting and benefit accrual thereunder,
service prior to the Effective Time by employees of the Company and its Subsidiaries as if such service were with
Parent, to the same extent such service was credited under a comparable plan of the Company (except to the extent it
would result in (1} a duplication of benefits or (2) benefit accruals under any defined benefit pension plan {other
than utilizing such years of service in order to satisfy any requirements for future benefit acerual only under any
defined benefit pension plan)), and, with respect to welfare benefit plans of Parent in which employees of the
Company are eligible to participate, Parent agrees to waive any preexisting conditions (to the extent waived under
welfare benefit plans of the Company), waiting periods and actively at work requirements under such plans.

(c) Parent shall, and shall cause the Surviving Corporation to, honor, fulfill and discharge its obligations to
current and former employees under the Company Benefit Plans, provided that this shall not prevent the
amendment or termination of any such plans in accordance with their terms and the Surviving Corporation
shall have any rights privileges or powers under the Company Benefit Plan which were previously held by the
Company. Prior to the Effective Time, the Company shall have the right to amend the TXU Thrift Plan to change the
method of allocation of shares (or the proceeds from shares after payment of any applicable loan) held under the
“suspense account” provided for in Section 6.5 thereof. Prior to the Effective Time, the Company shall have the
right to create an irrevocable rabbi trust to hold the cash amount payable under Section 4.3(c) and the Company may
fully fund such trust immediately prior to the Effective Time.

(d) Parent hereby acknowledges that a “change in control” or “change of control” within the meaning of each
Benefit Plan listed in Section 5.1¢(h)}(v) of the Company Disclosure Letier will occur upon the Effective Time.

(e) The provisions of this Section 6.9 are solely for the benefit of the parties io this Agreement, and no
employee or former employee or any other individual associated therewith shail be regarded for any purpose as a
third party beneficiary of this Agreement, and nothing herein shall be construed as an amendment to any Benefit
Plan for any purpose.

6.10 Expenses. The Surviving Corporation shall pay all charges and expenses, including those of the
Paying Agent, in connection with the transactions contemplated in Article 1V. Except as otherwise provided in
Section 8.5, whether or not the Merger is consummated, all costs and expenses incurred in connection with this
Agreement and the Merger and the other transactions contemplated by this Agreement shall be paid by the party
incurring such expense.

6.11  Indemnification; Directors’ and Officers’ Insurance.

(a) From and after the Effective Time, the Surviving Corporation agrees that it will indemnify and hold
harmless, to the fullest extent permitted under applicable Law (and the Surviving Corporation shall also advance
expenses as incurred to the fullest extent permitted under applicable Law, provided that the Person to whom
expenses are advanced provides an undertaking to repay such advances if it is vltimately determined that such
Person is not entitled to indemnification), each present and former director and officer of the Company and its
Subsidiaries (collectively, the “Indemnified Parties™) against any costs or expenses (including reasonable attorneys’
fees), judgments, fines, losses, claims, damages or liabilities (collectively, “Costs”) incurred in connection with any
claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out
of or related to such Indemnified Parties’ service as a director or officer of the Company or its Subsidiaries or
services performed by such persons at the request of the Company or its Subsidiaries at or prior to the Effective
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Time, whether asserted or claimed prior to, at or after the Effective Time, including the transactions contemplated
by this Agreement.

(b) Prior to the Effective Time, the Company shall and, if the Company is unable to, Parent shall cause the
Surviving Corporation as of the Effective Time, to obtain and fully pay the premium for the extension of (i) the
directors’ and officers’ liability coverage of the Company’s existing directors’ and officers’ insurance policies, and
(ii) the Company's existing fiduciary liability insurance policies, in each case for a claims repotting or discovery
period of at least six years from and after the Effective Time with respect to any claim related to any period or time at
or prior to the Effective Time from an insurance carrier with the same or better credit rating as the Company’s
current insurance carrier with respect to directors’ and officers' liability insurance and fiduciary liability insurance
(collectively, “D&O Insurance”) with terms, conditions, retentions and limits of liability that are no less
advantageous than the coverage provided under the Company’s existing policies with respect to any actual or
alleged error, misstatement, misleading statement, act, omission, neglect, breach of duty or any matter claimed
against a director or officer of the Company or any of its Subsidiaries by reason of him or her serving in such
capacity that existed or occurred at or prior to the Effective Time (including in connection with this Agreement or
the transactions or actions contemplated hereby). If the Company and the Surviving Corporation for any reason fail
to obtain such “tail” insurance policies as of the Effective Time, the Surviving Corporation shail, and Parent shall
cause the Surviving Corporation to, continue to maintain in effect for a period of at least six years from and after the
Effective Time the D&O Insurance in place as of the date hereof with terms, conditions, retentions and limits of
liability that are no less advantageous than the coverage provided under the Company’s existing policies as of the
date hereof, or the Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, use reasonable
best efforts 1o purchase comparable D&O Insurance for such six-year period with terms, conditions, retentions and.
limits of lability that are at least as favorable as provided in the Company’s existing policies as of the date hereof;
provided, however, that in no event shall Parent or the Surviving Corporation be required to expend for such
policies pursuant 1o this sentence an annual premium amount in excess of 300% of the annual premiums currently
paid by the Company for such insurance; and provided, further, that if the annual premiums of such insurance
coverage exceed such amount, the Surviving Corporation shall obtain a policy with the greatest coverage available
for a cost not exceeding such amount.

(c) If the Surviving Corporation or any of its successors or assigns shall (i) consolidate with or merge into any
other corporation or entity and shall not be the continuing or surviving corporation or entity of such consolidation or
merger or (i) transfer all or substantially all of its properties and assets to any individual, corporation or other entity,
then, and in each such case, proper provisions shall be made so that the successors and assigns of the Surviving
Corporation shall assume all of the obligations set forth in this Section 6.11.

(d) The provisions of this Section 6.11 are intended to be for the benefit of, and shall be enforceable by, each of
the Indemnified Parties.

(e) The rights of the Indemnified Parties under this Section 6.11 shall be in addition to any rights such
Indemnified Parties may have under the certificate of formation or bylaws of the Company or any of its Subsidiaries,
or under any applicable Contracts or Laws. All rights to indemnification and exculpation from liabilities for acts or
omissions occurring at or prior to the Effective Time and rights to advancement of expenses relating thereto now
existing in favor of any Indemnified Party as provided in the certificate of formation or bylaws of the Company or of
any Subsidiary of the Company or any indemnification agreement between such Indemnified Party and the
Company or any of its Subsidiaries shall survive the Merger and shall not be amended, repealed or otherwise
medified in any manner that would adversely affect any right thereunder of any such Indemnified Party.

6.12  Convertible Senior Notes. The Company shall take all necessary action to enter into a supplemental
indenture prior to the Effective Time with The Bank of New York, as Trustee under the Indenture for Unsecured
Debt Securities Series N, dated as of July 1, 2003, under which the Convertible Senior Notes were issued (the
“Indenture””) pursuant to the Indenture and the Officer’s Certificate, dated July 15, 2003, establishing the
Convertible Senior Notes, to provide, among other things, that on and after the Effective Time the Convertible
Senior Notes will be convertible only into cash in an amount equal to the amount that the holders of Convertible
Senior Notes would be entitled to receive in the Merger if they had validly converted their Convertible Senior Notes
into Shares immediately prior to the Effective Time.
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6.13  Takeover Statutes. The Company shall use its reasonable best efforts to take all action necessary so
that no Takeover Statute is or becomes applicable to the Merger or any of the other transactions contemplated by this
Agreement. If any Takeover Statute is or may become applicable to the Merger or the other transactions
contemplaied by this Agreement, the Company and its board of directors shall promptly grant such approvals
and take such actions as are necessary so that such transactions may be consummated as promptly as practicable on
the terms contemplated by this Agreement and otherwise promptly act to eliminate or minimize the effects of such
statute or regulation on such transactions.

6.14  Parent Vote. Parent shalt vote (or consent with respect to) or cause to be voted (or a consent to be given
with respect to) any Shares and any shares of common stock of Merger Sub beneficially owned by it or any of its
Subsidiaries or with respect to which it or any of its Subsidiaries has the power (by agreement, proxy or otherwise)
to cause to be voted (or to provide a consent), in favor of the approval of this Agreement at any meeting of
shareholders of the Company or Merger Sub, respectively, at which this Agreement shall be submitted for approval
and at all adjournments or postponements thereof (or, if applicable, by any action of shareholders of either the
Company or Merger Sub by consent in lieu of a meeting).

6.15  Financing. (a) Parent shall use its reasonable best efforts to take, or cause to be taken, all actions and
to do, or cause to be done, all things necessary, proper or advisable to arrange the Debt Financing on the terms and
conditions described in the Debt Financing Commitment (provided that Parent and Merger Sub may replace or
amend the Debt Financing Commitment to add lenders, lead arrangers, bookrunners, syndication agents or similar
entities which had not executed the Debt Financing Commitment as of the date hereof, or otherwise so long as the
terms would not adversely impact the ability of Parent or Merger Sub to timely consummate the transactions
contemplated hereby or the likelihood of consummation of the transactions contemplated hereby), including using
reasonable best efforts to (i) maintain in effect the Debt Financing Commitment, (i) negotiate definitive agreements
with respect thereto on the terms and conditions contemplated by the Financing Commitments or, to the extent the
financing contemplated by the Financing Commitments is not available to Parent, on other terms no less favorable
to Parent and Merger Sub and (iii) satisfy on a timely basis all conditions in such Debt Financing Commitment
applicable to Parent and Merger Sub that are within their control. In the event that all conditions to the Financing
Commitments (other than in connection with the Debt Financing, the availability or funding of any of the Equity
Financing) have been satisfied in Parent’s good faith judgment, and subject in the case of bridge financing to the
sixth sentence of this Section 6.15(a), Parent shall use its reasonable best efforts to cause the lenders and the other
Persons providing such Financing to fund on the Closing Date the Financing required to consummate the Merger
(including by taking enforcement action to cause such lenders and the other Persons providing such Financing to
fund such Financing). If any portion of the Debt Financing becomes unavaifable on the terms and conditions
contemplated in the Debt Financing Commitment, Parent shall use its reasonable best efforts to arrange to obtain
alternative financing from alternative sources on terms no less favorable to Parent (as determined in the reasonable
Jjudgment of Parent) as promptly as practicable following the occurrence of such event but no later than the final day
of the Marketing Petiod or, if earlier, the business day immediately prior to the Termination Date. Parent shall give
the Company prompt notice of any material breach by any party to the Financing Commitments, of which Parent or
Merger Sub becomes aware, or any termination of the Financing Commitments. Parent shall keep the Company
informed on a reasonably current basis of the status of its efforts to arrange the Debt Financing. For the avoidance of
doubt, in the event that (x) all or any portion of the Debt Financing structured as high yield financing has not been
consummated, (y) all closing conditions contained in Article VII (ather than the delivery of the officers’ certificates
contemplated in Sections 7.2(a), 7.2(b), 7.3(a) and 7.3(b)) shall have been satisfied or waived and (z) the bridge
facilities contemplated by the Debt Financing Commitment (or alternative bridge financing obtained in accordance
with this Agreement) are available on the terms and conditions described in the Debt Financing Commitment (or
replacements thereof on terms and conditions no less favorable to Parent and Merger Sub), then Parent shall cause
the proceeds of such bridge financing to be used to replace such high yield financing no later than the final day of the
Marketing Period or, if earlier, the business day immediately prior to the Termination Date. For purposes of this
Agreement, “Marketing Period” shall mean the first period of 20 consecutive days after the date hereof throughout
which (A) Parent shall have the Required Financial Information that the Company is required to provide to Parent
pursuant to Section 6.15(b) and (B) the conditions set forth in Section 7.1 shall be satisfied and nothing has occurred
and no condition exists that would cause any of the conditions set forth in Sections 7.2(a} or 7.2(b} to fail to be
satisfied assuming the Closing were to be scheduled for any time during such 20 day period, provided that if the
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Marketing Period has not ended (i) on or prior to August 16, 2007, the Marketing Period shall commence no earlier
than September 3, 2007 or (ii) on or prior to December 20, 2007, the Marketing Period shall commence no earlier
than January 2, 2008; and provided, further, that the “Marketing Period” shall not be deemed to have commenced
if, prior to the completion of the Marketing Period, Deloitte & Touche LLP shall have withdrawn its audit opinion
with respect to any financial statements contained in the Company Reports.

{b) Prior to the Closing, the Company shall provide to Parent and Merger Sub, and shall cause its Subsidiaries
to, and shall use its reasonable best efforts to cause the respective officers, employees and advisors, including legal
and accounting, of the Company and its Subsidiaries to, provide to Parent and Merger Sub cooperation reasonably
requested by Parent in connection with the arrangement of the Financing, including (i) participating in meetings,
presentations, road shows, due diligence sessions, drafting sessions and sessions with rating agencies, (ii} assisting
with the preparation of materials for rating agency presentations, offering documents, private placement
memoranda, bank information memoranda, prospectuses and similar documents required in connection with
the Financing, provided that any private placement memoranda or prospectuses in relation to high yield debt
securities need not be issued by the Company or its Subsidiaries; provided, further, that any private placement
memoranda or prospectuses shall contain disclosure and financial statements reflecting the Surviving Corporation
and/or its Subsidiaries as the obligor, (iii) executing and delivering any pledge and security documenis, currency or’
interest hedging arrangements, other definitive financing documents, or other certificates, legal opinions or
documents as may be reasonably requested by Parent (including a certificate of the chief financial officer of
the Company or any borrowing Subsidiary with respect to solvency matters and consents of accountants for use of
their reports in any materials relating to the Debt Financing) or otherwise reasonably facilitating the pledging of
collateral, provided that such documents will not take effect until the Effective Time, (iv) furnishing Parent and its
Financing sources as promptly as practicable (and in any event no later than 30 days prior to the Termination Date)
with financial and other pertinent information regarding the Company and its Subsidiaries as may be reasonably
requested by Parent, including all financial statements and financial data of the type required by Regulation S-X and
Regulation S-K under the Securities Act and of the type and form customarily included in private placements under
Rule 144 A of the Securities Act to consummate the offerings of debt securities contemplated by the Debt Financing
Commitment at the time during the Company’s fiscal year such offerings will be made (the information required to
be delivered pursuant to this clause (iv) being referred to as “Required Financial Information™), provided that
Parent will provide the Company with a list of the form and types of financial and other information it will request
pursuant to this clause (iv) by no later than April 2, 2007 (subject to any type or form of information subsequently
identified by Parent that was previously omitted in good faith or that has become customary, the failure of which to
include in the offering materials would cause such offering materials to contain an untrue statement of a material
fact or omit to state a material fact necessary to be stated in such offering material in order to make the statements in
such offering memorandum, in the light of the circumstances under which they were made, not misleading),
(v) using reasonable best efforts to obtain accountants’ comfort letters, consents, legal opinions, surveys and title
insurance as reasonably requested by Parent, (vi) providing monthly financial statements (excluding footnotes) to
the extent, the Company customarily prepares such financial statements within the time from such statements are
prepared, (vii) taking all actions reasonably necessary to (A) permit the prospective lenders invoived in the
Financing to evaluate the Company’s and its Subsidiaries current assets, cash management and accounting systems,
policies and procedures relating thereto for the purpose of establishing collateral arrangements and (B) establish
bank and other accounts and blocked account. agreements and lock box arrangements in connection with the
foregoing, provided that such accounts, agreements and arrangements should not become active or take effect until
the Effective Time, (viii) entering into one or more credit or other agreements on terms satisfactory to Parent in
connection with the Debt Financing immediately prior to the Effective Time to the extent direct borrowings or debt
incurrences by the Company or its Subsidiaries are contemplated by the Debt Financing Commitment, and (ix) at
the Company’s option taking or appointing a representative of Parent to take all corporate actions, subject to the
occurrence of the Closing, reasonably requested by Parent to permit the consummation of the Debt Financing and
the direct borrowing or incurrence of all of the proceeds of the Debt Financing, including any high yield debt
financing, by the Surviving Corporation immediately following the Effective Time; provided. however, that
nothing herein shall require such cooperation to the extent it would unreasonably interfere with the business or
operations of the Company or its Subsidiaries or require the Company to agree to pay any fees, reimburse any
expenses or give any indemnities prior to the Effective Time for which it is not reimbursed or indemnified under this
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Agreement. Parent shall, promptly upon request by the Company, reimburse the Company for all reasonable and
documented out-of-pocket costs incurred by the Company or its Subsidiaries in connection with such cooperation at
the request of Parent and indemnify the Company for any loss incurred by the Company or any of its Subsidiaries
arising therefrom (other than arising from information provided by the Company or its Subsidiaries). The Company
hereby consents to the use of its and its Subsidiaries’ logos in connection with the Debt Financing, provided that
such logos are used solely in a manner that is not intended to or reasonably likely to harm or disparage the Company
or any of its Subsidiaries or the reputation or goodwill of the Company or any of its Subsidiaries.

(c) Parent acknowledges and agrees that the consummation of the transactions contemplated by this
Agreement is not conditional upon the receipt by Parent of the proceeds of the Financing Commitments and
that any failure by Parent to consummate the Merger on the Closing Date, provided that at such time the conditions
to Closing set forth in Sections 7.1, 7.2(a) and 7.2(b) are satisfied, shall constitute a breach by Parent of this
Agreement.

6.16  Treatment of Certain Notes.

(2} The Company shall, and shall cause its Subsidiaries to, use their respective commercially reasonable
efforts to commence, promptly after the receipt of a written request from Parent to do so and the receipt of the Offer
Documents from Parent, offers to purchase, and related consent solicitations with respect to, all of the outstanding
aggregate principal amount of the notes identified on Section 6.16(a) of the Parent Disclosure Letter (collectively,
the “Notes™) on the terms and conditions specified by Parent {collectively, the “Debt Offers™), and Parent shall assist
the Company in connection therewith. Notwithstanding thé foregoing, the closing of the Debt Offers shall be
conditioned on the completion of the Merger and otherwise in compliance with applicable Laws and SEC rules and
regulations and the Company shall not be required to commence any Debt Offer until the No-Shop Period Start
Date. The Company shall provide, and shall cause its Subsidiaries to, and shall use its reasonable best efforts to
cause their respective Representatives to, provide cooperation reasonably requested by Parent in connection with
the Debt Offers. With respect to any series of Notes, if requested by Parent in writing, in lieu of commencing a Debt
Offer for such series (or in addition thereto), the Company shall, to the extent permitted by the indenture and
officers’ certificates or supplemental indenture governing such series of Notes (i) issue a notice of optional
redemption for all of the outstanding principal amount of Notes of such series pursuant to the requisite provisions of
. the indenture and officer’s certificate governing such series of Notes or (ii) take actions reasonably requested by
Parent that are reasonably necessary for the satisfaction and/or discharge and/for defeasance of such series pursuant
to the applicable provisions of the indenture and officer’s certificate or supplemental indenture governing such
series of Notes, and shall redeem or satisfy and/or discharge and/or defeasance, as applicable, such series in
accordance with the terms of the indenture and ofticer’s certificate or supplemental indenture governing such series
of Notes at the Effective Time, provided that to the extent that any action described in clause (i) or (ii) can be
conditioned on the occurrence of the Effective Time, it will be so conditioned, and provided, further, that prior to the
Company being required to take any of the actions described in clause (i) or (ii) above that cannot be conditioned on
the occurrence of the Effective Time, prior to the Closing, Parent shall irrevocably deposit, or shall cause to be
irrevocably deposited with the trustee under the relevant indenture governing such series of Notes sufficient funds to
effect such redemption or satisfaction or discharge. The Company shall, and shall cause its Subsidiaries to, waive
any of the conditions to the Debt Offers (other than that the Merger shall have been consummated and that there
shall be no Law prohibiting consummation of the Debt Offers} as may be reasonably requested by Parent and shall
not, without the written consent of Parent, waive any condition to the Debt Offers or make any changes to the Debt
Offers other than as agreed between Parent and the Company. Notwithstanding the immediately preceding
sentence, neither the Company nor any of the Company’s Subsidiaries need make any change to the terms and
conditions of the Debt Offers requested by Parent that decreases the price per Note payable in the Debt Offers or
related consent solicitation as set forth in Section 6.16(a) of the Parent Disclosure Letter or imposes conditions to
the Debt Offers or related consent solicitation in addition to those set forth in Section 6.16(a} of the Parent
Disclosure Letter that are adverse to the holders of the Notes, unless such change is previously approved by the
Company in writing.

(b) The Company covenants and agrees that, promptly following the consent solicitation expiration date,
assuming the requisite consents are received, each of the Company and its applicable Subsidiaries as is necessary
shall (and shall use their commercially reasonable efforts to cause the applicable trustee to) execute supplemental
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indentures to the indentures governing each series of Notes for which the requisite consent has been received, which
supplemental indentures shall implement the amendments described in the offer to purchase, related letter of
transmittal, and other related documents (coflectively, the “Offer Documents™} and shall become operative only
concurrently with the Effective Time, subject to the terms and conditions of this Agreement (including the
conditions to the Debt Offers). Concurrent with the Effective Time, Parent shall cause the Surviving Corporation to
accept for payment and thereafter promptly pay for the Notes that have been properly tendered and not properly
withdrawn pursuant to the Debt Offers and in accordance with the Debt Offers using funds provided by or at the
direction of Parent.

(c) Parent shall prepare all necessary and appropriate documentation in connection with the Debt Offers,
including the Offer Documents. Parent and the Company shall, and shall cause their respective Subsidiaries to,
reasonably cooperate with each other in the preparation of the Offer Documents (provided that the Company’s and
its Subsidiaries’ cooperation shall be limited to matters that Parent cannot accomplish without additional cost or
delay without the assistance of the Company or its Subsidiaries). The Offer Documents (including all amendments
or supplements) and all mailings to the holders of the Notes in connection with the Debt Offers shall be subject to
the prior review of, and comment by, the Coimpany and Parent and shall be reasonably acceptable to each of them. If
at any time prior to the completion of the Debt Offers any information in the Offer Documents should be discovered
by the Company and its Subsidiaries, on the one hand, or Parent, on the other, which should be set forth in an
amendment or supplement to the Offer Documents, so that the Offer Documents shall not contain any untrue
staterment of a material fact or omit to state any material fact required to be stated therein or necessary in order to
make the statements therein, in light of circumstances under which they are made, not misleading, the party that
discovers such information shall use commercially reasonable efforts to promptly notify the other party, and an
appropriate amendment or supplement prepared by Parent describing such information shall be disserninated by or
on behalf of the Company or its Subsidiaries to the holders of the applicable Notes (which supplement or
amendment and dissemination may, at the reasonable direction of Parent, take the form of a filing of a Current
Report on Form 8-K). Notwithstanding anything to the contrary in this Section 6.16(c), the Company shall and shall
cause its Subsidiaries to comply with the requirements of Rule 14e-1 under the Exchange Act and any other
applicable Law to the extent such laws are applicable in connection with the Debt Offers and such compliance will
not be deemed a breach hereof,

(d) In connection with the Debt Offers, Parent may select one or more dealer managers, information agents,
depositaries and other agents, in each case as shall be reasonably acceptable to the Company, to provide assistance
in connection therewith and the Company shall, and shall cause its Subsidiaries to, enter into customary agreements
(including indemnities) with such parties so selected. Parent shall pay the fees and out-of pocket expenses of any
dealer manager, information agent, depositary or other agent retained in connection with the Debt Offers upon the
incurrence of such fees and out-of-pocket expenses, and Parent further agrees to reimburse the Company and their
Subsidiaries for all of their reasonable and documented out-of-pocket costs incurred in connection with the Debt
Offers promptly following the incurrence thereof. Parent shall indemnify and hold harmless the Company and its
Subsidiaries, for and against any loss or incurred by them in connection with the Debt Offers (other than arising
from information provided by the Company and its Subsidiaries that was materially incomplete or inaccurate).

6.17 Termination of Certain Other Indebtedness.

(a) The Company shall use commercially reasonable efforts to deliver to Parent at least two business days
prior to the Closing Date payoff letters from third-party lenders, trustees, or equity issuer (in connection with a lease
transaction), as applicable, in form and substance reasonably satisfactory to Parent, with respect to the indebtedness
or rental obligations of the Company and its Subsidiaries identified on Section 6.17(a) of the Parent Disclosure
Letter and any other indebtedness specified by Parent to the Company no later than 20 days prior to the Closing or
entered into after the date hereof.

(b) On the Closing Date, subject to Parent making available necessary funds to do so, the Company shall and
shall cause its Subsidiaries to permanently (i) terminate the credit facilities requested by Parent to be so terminated,
if and to the extent such facilities are either identified on Section 6.17(a) of the Parent Disclosure Letter or specified
by Parent to the Company no later than ten business days prior to Closing, and all related agreements, to which the
Company and its Subsidiaries is a party and (ji) to the extent the related facility or lease is terminated pursuant to this
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Section 6.17(b), release any liens on its assets relating to those facilities or the lease transaction identified on
Section 6.17(a) of the Parent Disclosure Letter.

6.18 Existing Hedging Arrangements. Except to the extent that disclosure of a counterparty would violate
any Existing Commodity Hedging Arrangements, the Company shall, and shall cause its Subsidiaries to, cooperate
with Parent and use commercially reasonable efforts to obtain the consent from each counterparty who is a party to
any commodity hedging and trading arrangements with the Company or any of its Subsidiaries in effect on the date
of this Agreement (the “Existing Commodity Hedging Arrangements”™) to amend, change, novate or otherwise
modify the collateral delivery requirements, liens and security interests granted or given to such counterparties in
connection with such Existing Commodity Hedging Arrangements (including all liens granted on the Big Brown
facilities) so that any such existing security interests, liens and other collateral delivery requirements are terminated,
amended and/or otherwise released and replaced with liens on the Collateral (as defined in Exhibit B to the Debt
Financing Commitment) that would be pari passu with the liens granted to secure the Borrower Obligations, the
Guarantees and other Hedging Arrangements as described and as defined in Exhibit B to the Debt Financing
Commitment no later than the Effective Time (“Hedging Arrangement Modifications™). With respect to those
Existing Commodity Hedging Arrangements that would be violated by the disclosure of the counterparty, the
Company shall, and cause its applicable Subsidiary 1o, use commercially reasonable efforts to obtain the consent of
the applicable counterparties to make the Hedging Arrangement Modifications to such exiting Commodity Hedging
Arrangements. Parent shall provide all cooperation necessary in connection with the foregoing.

6.19 Section 16(b). The Company shall take all steps reasonably necessary to cause the transactions
contemplated by this Agreement and any other dispositions of equity securities of the Company (including
derivative securities) in connection with the transactions contemplated by this Agreement by each individual who is
a director or executive officer of the Company to be exempt under Rule 16b-3 promulgated under the Exchange Act.

6.20 Resignation of Directors. The Company shall deliver to Parent at the Closing, except as otherwise
may be agreed by Parent, the resignation of all directors of the Company, effective at the Effective Time, or, with
respect to Subsidiaries of the Company, immediately prior to the Effective Time to the extent necessary to effect any
corporate action required by clause (ix) of Section 6.15(b). Upon the written request of Parent, as specified by
Parent reasonably in advance of the Closing, the Company will seek to obtain the resignation of any or all directors
of Subsidiaries of the Company, in each case, effective at the Effective Time.

6.21 Norice of Current Events. From and after the date of this Agreement until the Effective Time, the
Company and Parent shall promptly notify each other orally and in writing of (i) the occurrence, or non-occurrence,
of any event that, individually or in the aggregate, would reasonably be expected to cause any condition to the
obligations of any party to effect the Merger and the other transactions contemplated by this Agreement not to be
satisfied or (ii) the failure of such party to comply with or satisfy any covenant, condition or agreement to be
complied with or satisfied by it pursuant to this Agreement which, individually or in the aggregate, would
reasonably be expected to result in any condition to the obligations of any party to effect the Merger not to be
satisfied; provided, however, that the delivery of any notice pursuant to this Section 6.21 shall not cure any breach
of any representation or warranty requiring disclosure of such matter prior to the date of this Agreement or
otherwise limit or affect the remedies available hereunder to either party, the failure to deliver any such notice shall
not affect any of the conditions set forth in Article VII.

ARTICLE VII

Conditions

7.1 Conditions to Each Party's Obligation to Effect the Merger.  The respective obligation of each party to
effect the Merger is subject to the satisfaction or waiver at or prior to the Effective Time of each of the following
conditions:

(a) Shareholder Approval. This Agreement shall have been duly approved by holders of Shares constituting
the Requisite Company Vote in accordance with applicable Law and the certificate of formation and bylaws of the
Company.
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(b) Regulatory Consents. The waiting period applicable to the consummation of the Merger under the HSR
Act shall have expired or been earlier terminated; each of the NRC Approval and the FERC Approval shall have
been obtained and be in effect.

(c) Orders. No court or other Governmental Entity of competent jurisdiction shall have enacted, issued,
promulgated, enforced or entered any Law (whether temporary, preliminary or permanent) that is in effect and
restrains, enjoins, renders illegal or otherwise prohibits consummation of the Merger (collectively, an “Order”).

7.2  Conditions 10 Obligations of Parent and Merger Sub. The obligations of Parent and Merger Sub to
effect the Merger are also subject to the satisfaction or waiver by Parent at or prior to the Effective Time of the
following conditions:

(a) Representations and Warranties. (i) The representations and warranties of the Company set forth in this
Agreement (without giving effect to any materiality or Company Material Adverse Effect qualifications set forth
therein) shall be true and correct as of the Closing Date as though made on and as of such date and time (except to
the extent that any such representation and warranty expressly speaks as of an earlier date, in which case such
representation and warranty shall, subject to the qualifications below, be true and cormrect as of such earlier date)
except where any failures of any such representations and warranties to be so true and correct, individually or in the
aggregate would not reasonably be expected to have a Company Material Adverse Effect; (ii) the representations
and warranties set forth in (x) Sections 5.1(b}(i} and 5.1(c)(i) shall be true and correct in all material respects and
(y) Section 5.1(f)(i) shall be true and correct without disregarding the Company Material Adverse Effect
qualification contained therein; and (iii) Parent shall have received at the Closing a certificate signed on behalf
of the Company by a senior executive officer of the Company to the effect that such officer has read this
Section 7.2(a) and the conditions set forth in this Section 7.2(a) have been satisfied.

(b) Performance of Obligations of the Company.  The Company shall have performed in all material respects
all obligations required to be performed by it under this Agreement at or prior to the Closing Date, and Parent shall
have received a certificate signed on behalf of the Company by a senior executive officer of the Company to such
effect.

7.3 Conditions to Obligation of the Company. The obligation of the Company to effect the Merger is also
subject to the satisfaction or waiver by the Company at or prior to the Effective Time of the following conditions:

(a) Representations and Warranties. (1) The representations and warranties of Parent set forth in this
Agreement shall be true and correct in all material respects as of the Closing Date as though made on and as of such
date and time (except to the extent that any such representation and warranty expressly speaks as of an earlier date,
in which case such representation and warranty shall be true and correct in all material respects as of such earlier
date) except (other than with respect to Section 5.2(j)) where any failures to be so true and correct would not prevent
consummation of the Merger, and (ii) the Company shall have received at the Closing a certificate signed on behalf
of Parent by a senior executive officer of Parent to the effect that such officer has read this Section 7.3(a) and the
conditions set forth in this Section 7.3(a) have been satisfied.

(b) Performance of Obligations of Parent and Merger Sub. Each of Parent and Merger Sub shall have
performed in all material respects all obligations required to be performed by it under this Agreement at or prior to
the Closing Date, and the Company shall have received a certificate signed on behalf of Parent and Merger Sub by a
senior executive officer of Parent to such effect.

(c) Solvency Certificate. Parent shall have delivered to the Company a solvency certificate substantially
similar in form and substance to the solvency certificate to be delivered to the senior lenders pursuant to the Debt
Financing Commitment or any agreements entered into in connection with the Debt Financing.

ARTICLE VIII
Termination

8.1 Termination by Mutual Consent. This Agreement may be terminated and the Merger may be
abandoned at any time prior to the Effective Time, whether before or after the approval of this Agreement by
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the shareholders of the Company referred to in Section 7.1(a), by mutual written consent of the Company and Parent
by action of their respective boards of directors.

8.2 Termination by Either Parent or the Company. This Agreement may be terminated and the Merger may
be abandoned at any time prior to the Effective Time by action of either Parent or the board of directors of the
Company if (a) the Merger shall not have been consummated by March 15, 2008, whether such date is before or
after the date of approval of this Agreement by the shareholders of the Company referred to in Section 7.1(a} (the
“Termination Date”), provided that, if on March 15, 2008 the conditions to Closing shall not have been fulfilled but
remain capable of fulfillment then either of Parent (in the event such failure of the conditions to be satisfied relates
to a change in Law after the date hereof) or the Company may, by written notice to the other, extend the termination
date from March 15, 2008 to June 15, 2008 (which shall then be the “Termination Date”); provided, further, that
(x) if the Marketing Period has commenced on or before any such Termination Date, but not ended on or before any
such Termination Date, such Termination Date shall automatically be extended by one month and (y) the
Termination Date shall not occur sooner than three business days after the final day of the Marketing Period;
provided, further, that in no event shall the Termination Date be later than July 10, 2008 (which extended date {as
ultimately extended in the case of more than one extension) shall then be the “Termination Date”), provided that the
right to terminate this Agreement pursuant to this Section 8.2(a) shall not be available to any party whose failure to
fulfill any obligation under this Agreement has been the cause of or resulted in the failure of the Merger to occur on
or before the Termination Date, (b) the adoption of this Agreement by the shareholders of the Company referred to
in Section 7.1(a) shall not have been obtained at the Shareholders Meeting or at any adjournment or postponement
thereof or (c) any Order permanently restraining, enjoining, rendering illegal or otherwise prohibiting
consummation of the Merger shall become final and non-appealable (whether before or after the approval of
this Agreement by the shareholders of the Company referred to in Section 7.1(a)).

8.3  Termination by the Company. This Agreement may be terminated and the Merger may be abandoned
by the Company:

{(a) at any time prior to the time the Requisite Company Vote is obtained, if (i) the board of directors of the
Company authorizes the Company, subject to complying with the terms of this Agreement, to enter into an
Alternative Acquisition Agreement with respect to a Superior Proposal, (ii) immediately prior to or concurrently
with the termination of this Agreement, the Company enters into an Alternative Acquisition Agreement with
respect to a Superior Proposal, and (iii) the Company immediately prior to or concurrently with such termination
pays as directed by Parent in immediately available funds the Termination Fee; provided, however, that the
Company shall not be entitled to terminate this Agreement pursuant to the foregoing clause with respect to any
Superior Proposal that is not an Excluded Party Superior Proposal untless the Company shall also have complied
with the proviso to the second sentence of Section 6.2(e) and third sentence of Section 6.2(e), reading for purposes
of this Section 8.3(a), the proviso to the second sentence of Section 6.2(e) as if the words “effect a Change of
Recommendation” were replaced with the words “terminate this Agreement pursuant to Section 8.3(a)” and as if the
words “effecting such Change of Recommendation™ were replaced with the words “terminating this Agreement
pursuant to Section 8.3(a)”;

(b) if there has been a breach in any material respect of any representation, warranty, covenant or agreement
made by Parent or Merger Sub in this Agreement, or any such representation and warranty shall have become untrue
after the date of this Agreement, such that Sections 7.1, 7.3(a) or 7.3(b) would not be satisfied and such breach or
condition is not curable prior to the Termination Date; provided, however, that the Company is not then in material
breach of this Agreement so as to cause any of the conditions set forth in Section 7.1, 7.2(a) or 7.2(b) not to be
satisfied:

(¢) if Parent has failed to consummate the Merger no later than two business days after the final day of the
Marketing Period and all of the conditions set forth in Sections 7.1, 7.2(a) and 7.2(b) would have been satisfied if the
Closing were to have occurred on such date (other than the delivery of an officer’s certificate pursuant to
Sections 7.2(a) and 7.2(b)); or

(d) atany time within 15 days after any Baseload Waiver Date relating to any Baseload Enactment as to which
an MAE Exclusion Agreement has not been delivered in accordance with this Agreement.
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8.4 Termination by Parent. This Agreement may be terminated and the Merger may be abandoned at any
time prior to the Effective Time by action of Parent:

{a) if the Board of Directors of the Company (1) shall have made a Change of Recommendation, (ii) shall have
approved or recommended to the stockholders of the Company an Acquisition Proposal or (iii) the Company fails to
include the recommendation of the approval of this Agreement in the Proxy Statement; or

(b) if there has been a breach in any material respect of any representation, warranty, covenant or agreement
made by the Company in this Agreement, or any such representation and warranty shall have become untrue after
the date of this Agreement, such that Sections 7.1, 7.2(a) or 7.2(b) would not be satisfied and such breach or
condition is not curable prior to the Termination Date; provided, however, that Parent is not then in material breach
of this Agreement so as to cause any of the conditions set forth in Section 7.1, 7.3(a) or 7.3(b) not to be satisfied.

8.5 Effect of Termination and Abandonment.

(a) In the event of termination of this Agreement and the abandonment of the Merger pursuant to this
Article VIII, this Agreement shall become void and of no effect with no liability to any Person on the part of any
party hereto (or of any of its Representatives or Affiliates); provided, however, and notwithstanding anything in the
foregoing to the contrary, that (i) except as otherwise provided herein and subject to this Section 8.5 or
Section 9.10(a), no such termination shall relieve any party hereto of any liability or damages to the other
party hereto resulting from any willful breach of this Agreement and (ii) the provisions set forth in the second
sentence of Section 9.1 shall survive the termination of this Agreement.

(b) In the event that:

(i) a bona fide Acquisition Proposal shall have been made to the Company or any of its Subsidiaries or
any Person shall have publicly announced or publicly made known an intention (whether or not conditional) to
make an Acquisition Proposal with respect to the Company or any of its Subsidiaries (and such Acquisition
Proposal or publicly announced intention shall not have been publicly withdrawn without qualification at feast
(A) 30 days prior to, with respect to any termination pursuant to Section 8.2(a), the date of termination
(provided that at such time the Requisite Company Vote has been obtained), and (B) 10 business days prior to,
with respect to termination pursuant to Section 8.2(b), the date of the Shareholders Meeting at which the vote
on the Merger is held) and thereafter this Agreement is terminated by either Parent or the Company pursuant to
Section 8.2(a), 8.2(b) or 8.4(b) (if in the case of a termination pursuant to Section 8.4(b), at the time of such
termination there is no state of facts or circumstances (other than a state of facts or circumstances caused by a
breach of the Company’s representations and warranties or covenants or other agreements hereunder) that
would cause the conditions set forth in Section 7.1, 7.3(a) and 7.3(b) not to be satisfied on or prior to the
Termination Date);

(ii) this Agreement is terminated by Parent pursuant to Section 8.4(a); or
(iii) this Agreement is terminated by the Company pursuant to Section 8.3(a);

then the Company shall concurrently with such termination pursuant to Section 8.3(a), and otherwise promptly, but
in no event later than three business days after the date of such termination, pay as directed by Parent the
Termination Fee (as defined below) less the amount of any Parent Expenses previously paid to Parent (if any), by
wire transfer of same day funds; provided. however, that no Termination Fee shall be payable as directed by Parent
pursuant to clause (i) of this paragraph (b) unless and until within 12 months of such termination the Company or
any of its Subsidiaries shall have entered into an Alternate Acquisition Agreement with respect to, or shall have
consumnmated or shall have approved or recommended to the Company’s shareholders, an Acquisition Proposal
(substituting “509%” for “15%" in the definition thereof). The Company’s payment pursuant to clauses (ii) or (iii) of
this Section 8.5(b) shall be the sole and exclusive monetary remedy of Parent, Merger Sub and their Affiliates for
damages against the Company and any of its Subsidiaries and the Company’s and its Subsidiaries’ respective
Representatives with respect to any breach of any covenant or agreement giving rise to or associated with such
termination. “Termination Fee” shall mean an amount equal to $375 million if the Termination Fee becomes
payable in connection with a transaction or Alternate Acquisition Agreement with an Excluded Party and shall
mean an amount equal to $1,000,000,000 (one billion dollars) in all other circumstances.
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(c) Inthe event of termination of this Agreement pursuant to Section 8.3(b) (if at the time of such termination
there is no state of facts or circumstances (other than a state of facts or circumstances caused by a breach of Parent’s
or Merger Sub’s representations and warranties or covenants or other agreements hereunder) that would cause the
conditions set forth in Section 7.1, 7.2(a) and 7.2(b) not to be satisfied on or prior to the Termination Date) or
Section 8.3(c), Parent shall pay or cause to be paid, to the Company as promptly as reasonably practicable (and, in
any event, within three business days following such termination) an amount equal to $1,000,000,000 (one billion
dollars) (the “Parent Fee™).

(d) Inthe eventof termination of this Agreement by either party pursuant to Section 8.2(b) (or a termination by
the Company pursuant to a different section of Section 8.2 at a time when this Agreement was terminable pursuant
to Section 8.2(b}), the Company shall promptly, but in no event later than three business days after being notified of
such by Parent, pay Parent all of the documented out-of-pocket expenses incurred by Parent or Merger Sub in
connection with this Agreement and the transactions contemplated by this Agreement (including the Financing) up
to 2 maximum amount of $50 million (the “Parent Expenses™), by wire transfer of same day funds.

(e) The parties acknowledge that the agreements contained in this Section 8.5 are an integral part of the
transactions contemplated by this Agreement, and that, without these agreements, the parties would not enter into
this Agreement; accordingly, if the Company fails to promptly pay the amount due pursuant to Section 8.5(b) or
8.5(d) or Parent fails to promptly pay the amount due pursuant to Section 8.5(c), and, in order to obtain such
payment, Parent or Merger Sub, on the one hand, or the Company, on the other hand, commences a suit that results
in a judgment against the Company for the amount set forth in Section 8.5(b) or 8.5(d) or any portion thereof or a
judgment against Parent for the amount set forth in Section 8.5(c) or any portion thereof, the Company shall pay to
Parent or Merger Sub, on the one hand, or Parent shall pay to the Company, on the other hand, its costs and expenses
(including attorneys’ fees) in connection with such suit, together with interest on the amount of such amount or
portion thereof at the prime rate of Citibank N.A. in effect on the date such payment was required to be made
through the date of payment. Notwithstanding anything to the contrary in this Agreement, the Company's right to
receive payment of the Parent Fee from Parent pursuant to this Section 8.5 and the reimbursement and
indemnification obligations of Parent under Sections 6.15(b) and 6.16(d} hereof or the guarantee thereof
pursuant to the Guarantees shall, subject to Section 9.10, be the sole and exclusive remedy of the Company
and its Subsidiaries against Parent, Merger Sub, the Guarantors and any of their respective former, current, or future
general or limited partners, stockholders, managers, members, directors, officers, Affiliates or agents for the loss
suffered as a result of the failure of the Merger to be consummated, and upon payment of such amounts, none of
Parent, Mérger Sub, the Guarantors or any of their respective former, current, or future general or limited partners,
stockholders, managers, members, directors, officers, Affiliates or agents shall have any further hability or
obligation relating to or arising out of this Agreement or the transactions contemplated by this Agreement
(except that Parent shall also be obligated with respect to the first sentence of this Section 8.5(e) and the
indemnification and reimbursement obligations of Parent contained in the penultimate sentence of Section 6.15(b)
and Section 6.16(d)). )

ARTICLE IX

Miscellaneous and General

9.1 Survival. This Article [X and the agreements of the Company, Parent and Merger Sub contained in
Article IV and Sections 6.9 (Employee Benefits), 6.10 (Expenses) and 6.11 (Indemnification; Directors’ and
Officers’ Insurance) shall survive the consummation of the Merger, This Article IX and the agreements of the
Company, Parent and Merger Sub contained in Section 6.10 (Expenses) and Section 8.5 (Effect of Termination and
Abandonment) and the indemnification expense reimbursement provisions contained in Section 6.15(b) and
Section 6.16{d} and the Confidentiality Agreement shall survive the termination of this Agreement. All other
representations, warranties, covenants and agreements in this Agreement shall not survive the consummation of the
Merger or the termination of this Agreement.

9.2 Modification or Amendment.  Subject to the provisions of the applicable Laws, at any time prior to the
Effective Time, the parties hereto may modify or amend this Agreement, by written agreement executed and
delivered by duly authorized officers of the respective parties.
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9.3  Waiver of Conditions. The conditions to each of the parties’ obligations to consummate the Merger are
for the sole benefit of such party and may be waived by such party in whole or in part to the extent permitted by
applicable Laws.

9.4 Counterparts. This Agreement may be executed in any number of counterparts, each such counterpart
being deemed to be an original instrument, and all such counterparts shall together constitute the same agreement.

9.5 GOVERNING LAW AND VENUE; WAIVER OF JURY TRIAL.

(a) THIS AGREEMENT SHALL BE CONSTRUED, PERFORMED AND ENFORCED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF NEW YORK (EXCEFT TO THE EXTENT THAT MANDATORY
PROVISIONS OF TEXAS LAW ARE APPLICABLE), WITHOUT GIVING EFFECT TO ITS PRINCIPLES OR
RULES OF CONFLICT OF LAWS TO THE EXTENT SUCH PRINCIPLES OR RULES WOULD REQUIRE OR
PERMIT THE APPLICATION OF THE LAWS OF ANOTHER JURISDICTION. The parties consent to exclusive
jurisdiction in the United States District Court for the Southern District of New York (and any courts from which appeals
from judgments of that court are heard) as to any dispute or claim as to which there is subject matter jurisdiction in that
court and, for all other disputes or claims, the parties consent to exclusive jurisdiction in the Supreme Court of the State of
New York, New York County (and any courts from which appeals from judgments of that court are heard). Each of the
parties hereto agrees that a final judgment (subject to any appeals therefrom) in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner provided by law.
Each of the parties hereto hereby irrevocably and unconditionally waives, to the fuilest extent it may legally and
effectively do so, any objection which it may now or hereafter have to the laying of venue of any suit, action or
proceeding arising out of or relating to this Agreement or the transactions contemplated hereby in any New York State or
Federal court in accordance with the provisions of this Section 9.5(a). Each of the parties hereto hereby irrevocably
waives, to the fullest extent permitted by law, the defense of an inconvenient forum to the maintenance of such action or
proceeding in any such court. Each of the parties hereto hereby irrevocably and unconditionally consents to service of
process in the manner provided for notices in Section 9.6 (Notices). Nothing in this Agreement will affect the right of any
party to this Agreement to serve process in any other manner permitted by law.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY
ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT
ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO ATRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (i) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY
HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (ii) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (iii) EACH PARTY
MAKES THIS WAIVER VOLUNTARILY, AND (iv) EACH PARTY HAS BEEN INDUCED TO ENTER INTO
THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN
THIS SECTION 9.5(b).

9.6 Notices. Any notice, request, instruction or other document to be given hereunder by any party to the
others shall be in writing and delivered personally or sent by registered or certified mail, postage prepaid, by

facsimile or overnight courier:

If to Parent or Merger Sub:

KKR 2006 Fund, L.P.

9 West 57th Street, Suite 4200
New York, NY 10019
Attention: Marc Lipschultz
fax: (212) 750-0003
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Texas Pacific Group

301 Commerce Street, Suite 3300
Fort Worth, TX 76102

Attention: Clive D. Bode

fax: (813) 871-4010

with a copy 10;

Simpson Thacher & Bartlett LLP

425 Lexington Avenue

New York, NY 10017-3954

Attention: David J. Sorkin
Andrew W. Smith

fax: (212) 455-2502

with a copy to:

Vinson & Elkins L.L.P.

2500 First City Tower

1001 Fannin

Houston, TX 77002-6760

Attention: Bruce R. Bilger
Keith Fullenweider

fax: (713) 758-2346

If to the Company:

TXU Corp.

1601 Bryan Street
Dalias, TX 75201
Attention: David P. Poole
fax: (214) 812-4600

with a copy to:

Sullivan & Cromwell LLP

{25 Broad Street

New York, NY 10004

Attention: Joseph B. Frumkin
Eric M. Krautheimer

fax: (212) 558-3588

and

Cravath, Swaine & Moore LLP
825 Eighth Avenue
New York, NY 10019
Attention: Richard Hall

James C. Woolery
fax: (212) 474-3700

or to such other persons or addresses as may be designated in writing by the party to receive such notice as provided
above. Any notice, request, instruction or other document given as provided above shall be deemed given to the
receiving party upon actual receipt, if delivered personally; three business days after deposit in the mail, if sent by
registered or certified mail; upon confirmation of successful transmission if sent by facsimile and received by 5:00
pm New York time, on a business day (otherwise the next business day) (provided that if given by facsimile such
notice, request, instruction or other document shall be followed up within one business day by dispatch pursuant to
one of the other methods described herein); or on the next business day after deposit with an overnighit courier, if
sent by an overnight courier,
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9.7 Entire Agreement. This Agreement {including any exhibits hereto), the Company Disclosure Letter, the
Parent Disclosure Letter and the Confidentiality Agreement, dated November 30, 2006, between Kohlberg Kravis
Roberts & Co. L.P,, Tarrant Partners, L.P., Newbridge Capital, LL.C and the Company (the “Confidentiality
Agreement”} constitute the entire agreement, and supersede all other prior agreements, understandings,
representations and warranties both written and oral, among the parties, with respect to the subject matter
hereof. EACH PARTY HERETO AGREES THAT, EXCEPT FOR THE REPRESENTATIONS AND
WARRANTIES CONTAINED IN THIS AGREEMENT, NEITHER PARENT AND MERGER SUB NOR THE
COMPANY MAKES ANY OTHER REPRESENTATIONS OR WARRANTIES, AND EACH HEREBY
DISCLAIMS ANY OTHER REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED, OR AS TO
THE ACCURACY OR COMPLETENESS OF ANY OTHER INFORMATION, MADE BY, OR MADE
AVAILABLE BY, ITSELF OR ANY OF ITS REPRESENTATIVES, WITH RESPECT TO, OR IN
CONNECTION WITH, THE NEGOTIATION, EXECUTION OR DELIVERY OF THIS AGREEMENT OR
THE TRANSACTIONS CONTEMPLATED HEREBY, NOTWITHSTANDING THE DELIVERY OR
DISCLOSURE TO THE OTHER OR THE OTHER’S REPRESENTATIVES OF ANY DOCUMENTATION
OR OTHER INFORMATION WITH RESPECT TO ANY ONE OR MORE OF THE FOREGOING.

9.8 No Third Party Beneficiaries. Except as provided in Section 6.11 (Indemnification; Directors’ and
Officers’ Insurance} only, Parent and the Company hereby agree that their respective representations, warranties
and covenants set forth herein are solely for the benefit of the other party hereto, in accordance with and subject to
the terms of this Agreement, and this Agreement is not intended to, and does not, confer upon any Person other than
the parties hereto any rights or remedies hereunder, including the right to rely upon the representations and
warranties set forth herein. The parties hereto further agree that the rights of third party beneficiaries under
Section 6.11 shall not arise unless and until the Effective Time occurs. The representations and warranties in this
Agreement are the product of negotiations among the parties hereto and are for the sole benefit of the parties hereto.
Any inaccuracies in such representations and warranties are subject to waiver by the parties hereto in accordance
with Section 9.3 without notice or liability to any other Person. In some instances, the representations and
warranties in this Agreement may represent an allocation among the parties hereto of risks associated with
particular matters regardless of the knowledge of any of the parties hereto. Conseguently, Persons other than the
parties hereto may not rely upon the representations and warranties in this Agreement as characterizations of actual
facts or circumstances as of the date of this Agreement or as of any other date.

9.9  Obligations of Parent and of the Company. Whenever this Agreement requires a Subsidiary of Parent to
take any action, such requirement shall be deemed to include an undertaking on the part of Parent to cause such
Subsidiary to take such action. Whenever this Agreement requires a Subsidiary of the Company to take any action,
such requirement shall be deemed to include an undertaking on the part of the Company to cause such Subsidiary to
take such action and, after the Effective Time, on the part of the Surviving Corporation to cause such Subsidiary to
take such action,

9.10 Remedies.

(a) The Company agrees that to the extent it has incurred losses or damages in connection with this
Agreement, (i) the maximum aggregate liability of Parent and Merger Sub for such losses or damages shall be
limited to $1,000,000,000 {one billion dollars) and any amounts owed pursuant to the penultimate sentence of
Section 6.15(b), Section 6.16(d) and the first sentence of Section 8.5(e), (it} the maximum liability of each
Guarantor, directly or indirectly, shall be limited to the express obligations of such Guarantor under its Guarantee,
and (iii) in no event shall the Company seek to recover any money damages in excess of such amounts from Parent,
Merger Sub, the Guarantors. or their respective Representatives and Affiliates in connection herewith or therewith.

{b) The parties hereto agree that irreparable damage would occur in the event that any provision of this
Agreement were not performed by the Company in accordance with the terms hereof and that, prior to the
termination of this Agreement pursuant to Article VIII, Parent and Merger Sub shall be entitled to specific
performance of the terms hereof, in addition to any other remedy at law or equity. The parties acknowledge that the
Company shall not be entitled to an injunction or injunctions to prevent breaches of this Agreement by Parent or
Merger Sub or to enforce specifically the terms and provisions of this Agreement and that the Company’s sole and
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exclusive remedy with respect to any such breach shall be the remedy set forth in Sections 8.5{c} and 9.10(a),
provided that the Company shall be entitled to an injunction or injunctions to prevent breaches of this Agreement by
Parent or Merger Sub that would cause irreparable harm, and to enforce specifically the terms and provisions of this
Agreement solely with respect to Section 6.1(a), Section 6.5, Section 6.8, Section 6.14, and Section 6.15; provided,
- further, that in no event shall the Company be erititled to any injunction or specific enforcement of the terms of this
Agreement requiring Parent or Merger Sub to consummate the Merger or prohibiting Parent or Merger Sub from
failing to consummate the Merger.

9.11 Transfer Taxes. All transfer, documentary, sales, use, stamp, registration and other similar such Taxes
and fees (including penalties and interest) incurred in connection with the Merger shall be paid by the Surviving
Corporation when due.

9.12  Definitions. Each of the terms set forth in Annex A is defined in the Section of this Agreement set
~ forth opposite such term. '

9.13  Severability. The provisions of this Agreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affect the validity or enforceability of the other provisions hereof. If any
provision of this Agreement, or the application thereof to any Person or any circumstance, is invalid or
unenforceable, (a) a suitable and equitable provision shatl be substituted therefor in order to carry out, so far
as may be valid and enforceable, the intent and purpose of such invalid or unenforceable provision and (b) the
remainder of this Agreement and the application of such provision to other Persons or circomstances shall not be
affected by such invalidity or unenforceability, nor shall such invalidity or unenforceability affect the validity or
enforceability of such provision, or the application thereof, in any other jurisdiction.

9.14 Interpretation; Construction.

(a) The table of contents and headings herein are for convenience of reference only, do not constitute part of
this Agreement and shall not be deemed to limit or otherwise affect any of the provisions hereof. Where a reference
in this Agreement is made to a Section or Exhibit, such reference shall be to a Section of or Exhibit to this
Agreement unless otherwise indicated. Whenever the words “include,” “includes™ or “including” are used in this
Agreement, they shali be deemed to be followed by the words “without limitation.” For purposes of Section 7.1(c) of
this Agreement, any federal or Texas state Law adopted after the date hereof that prohibits consummation of the
Merger without obtaining any approval or consent as a condition thereto, shall be deemed to render illegal the

consummation of the Merger unless such approval or consent is obtained.

(b) The parties have participated jointly in negotiating and drafting this Agreement. In the event that an
ambiguity or a question of intent or interpretation arises, this Agreement shall be construed as if drafted jointly by
the parties, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the
authorship of any provision of this Agreement.
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(c)} Each party here has or may have set forth information in its respective Disclosure Letter in a section
thereof that corresponds to the section of this Agreement to which it relates. The fact that any item of information is
disclosed in a Disclosure Letter to this Agreement shall not be construed to mean that such information is required
to be disclosed by this Agreement.

9.15 Assignment. This Agreement shall not be assignable by operation of law or otherwise without the
written consent of the other parties hereto; provided, however, that, prior to the mailing of the Proxy Statement to
the Company’s shareholders, Parent may designate, by written notice to the Company, another wholly-owned direct
or indirect Subsidiary to be a Constituent Corporation in licu of Merger Sub, in which event ail references herein to
Merger Sub shall be deemed references to such other Subsidiary, except that ail representations and warranties
made herein with respect to Merger Sub as of the date of this Agreement shall be deemed representations and
warranties made with respect to such other Subsidiary as of the date of such designation, provided that any such
designation shall not impede or delay the consummation of the transactions contemplated by this Agreement or
otherwise materially impede the rights of the shareholders of the Company under this Agreement. Any purported
assignment in violation of this Agreement is void.
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly authorized
officers of the parties hereto as of the date first written above.

TXU CORP.

By: /s/ C. John Wilder

Name: C. John Wilder
Title:  Chairman, President, Chief Executive Officer

TEXAS ENERGY FUTURE HOLDINGS LIMITED
PARTNERSHIP

By: TEXAS ENERGY FUTURE CAPITAL
HOLDINGS LLC, its general partner

By:/s/ Marc S. Lipschultz

Name: Marc S. Lipschultz
Title:  President

TEXAS ENERGY FUTURE MERGER SUB CORP

By: /s/ . Michael MacDougall

Name: Michael MacDougall
Title:  President
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ANNEX A

DEFINED TERMS

Terms Section
Acceptable Confidentiality Agreement . . ... ... ... .. .. .. . ... e 6.2(d)
Acquisition Proposal . ... ... .. L e 6.2(d)
N § ) 5.1(a)
ABTEBIMEOL . . oLttt it et e it it et e e e e Preamble
Alternative Acquisiion AGIEemenl. . . . . ..ot i vttt e e e 6.2(e)(i1)
Applicable Date . ... ... . 5.1{e)(i}
Bankruptcy and Equity Exception . ... .. e 5.1(c)(i)
Baseload ENaCUTIENT o .\ vt oo e e et et e e e et e 6.5(f)
Baseload Wailver Date . . ... ot it it e e e e e e e 6.5(f)
Benefit Plans. . .. ..ot e e e e e e e e e e e 5.1(h)(i)
Book-Entry Shares. . . . ... ... e 4.2(b)
BUSINESS daY . ..o oottt e e e e e 1.2
BUSINESS Plan . ..ottt e e e e e e e e e e 6.1(a)
Bylaws . ... . e e e 22
Category | Transactions . . . . . . . . i e e e e 6.1{a)(xxiv)
7 P 5.1(m)
CertiICAte . . . ot et et e e e e e e e e e 4.1{a)
Certificate of Merger . . ... .. . e 1.3
Change of Recommendation ... ...... ... .. . . i s 6.2(e}
0 1 T 1 O 2.1
L0 T ] 1 - I 1.2
Closing Date . . ... ... e e 12
OB . . . ot e e e 5.1(h)(i2)
Comanche PeaK. . ... .0ttt it i i i i e e e e e e e e 5. 1(p)(ii)
COmMPANY . . . o e e e e Preamble
Company ApPProvals . ... ... ...t 5. 1(d)(i)
Company Disclosure Letter . . .. .. ...t e e et e 5.1
Company Joint Venture . .. ... ... ... e e 5.1(b)i1)
Company Material Adverse Effect . .. ... e e e e e 5.1(a)
Company Material Contract .. . . ... ... .. e e 5.1(1)
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ANNEX B

“ CREDIT SUISSE SECURITIES (USA) LLC
CREDIT SUISSE Eleven Madison Avenue Phone 12123252000
New York, NY 10010-3629 www.credit-suisse.com

February 25, 2007

Board of Directors

Strategic Transactions Committee
TXU Corp.

Energy Plaza

1601 Bryan Street

Dallas, Texas 75201

Members of the Board and the Strategic Transactions Committee:

You have asked us to advise you with respect to the fairness, from a financial point of
view, to the holders of the common stock, no par value (“TXU Common Stock™), of TXU
Corp. (“TXU") of the Consideration (as defined below) to be received by such holders
pursuant to the terms of the Agreement and Plan of Merger, dated as of February 25,
2007 (the “Agreement’), among Texas Energy Future Holdings Limited Partnership
(“Texas Energy Future”), an entity formed by Kohlberg Kravis Roberts & Co. L.P.
(*KKR?), Texas Pacific Group (“TPG") and certain other investors, Texas Energy Future
Merger Sub Corp (“Merger Sub”), a wholly owned subsidiary of Texas Energy Future,
and TXU. The Agreement provides for, among other things, the merger of Merger Sub
with and into TXU (the “Merger”} pursuant to which TXU will become a wholly owned
subsidiary of Texas Energy Future and each outstanding share of TXU Common Stock
(other than shares owned by TXU, Texas Energy Future, Merger Sub or any direct or
indirect wholly owned subsidiary of TXU or Texas Energy Future or by shareholders who
properly exercise dissenters rights) will be converted into the right to receive $69.25 in
cash (the “Consideration”).

in arriving at our opinion, we have reviewed the Agreement as well as certain publicly
available business and financial information relating to TXU. We also have reviewed
certain other information relating to TXU, including financial forecasts under alternative
business scenarios and commodity pricing assumptions, provided to or discussed with
us by TXU, and have met with the management of TXU to discuss the business and
prospects of TXU. We also have considered certain financial and stock market data of
TXU, and we have compared that data with similar data for other publicly held
companies in businesses we deemed similar to that of TXU, and we have considered, to
the extent publicly available, the financial terms of certain other business combinations
and other transactions which have recently been effected or announced. We also
considered such other information, financial studies, analyses and investigations and
financial, economic and market criteria which we deemed relevant.

In connection with our review, we have not assumed any responsibility for independent
verification of any of the foregoing information and have relied on such information being
complete and accurate in all material respects. With respect to the financial forecasts for
TXU that we have reviewed, the management of TXU has advised us, and we have
assumed, that such forecasts have been reasonably prepared on bases reflecting the
best currently available estimates and judgments of the management of TXU as to the
future financial performance of TXU under the alternative business scenarios reflected in
such forecasts. With respect to the alternative commodity pricing assumptions that we
have reviewed, we have been advised by the management of TXU, and we have
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assumed, that they are a reasonable basis on which to evaluate the future financial
performance of TXU and are appropriate for us to utilize in our anaiyses. We also have
assumed, with your consent, that, in the course of obtaining any regulatory or third party
consents, approvals or agreements in connection with the Merger, no deiay, limitation,
restriction or condition will be imposed that would have an adverse effect, in any respect
material to our analyses, on TXU or the Merger and that the Merger will be
consummated in accordance with the terms of the Agreement without waiver,
modification or amendment of any material term, condition or agreement thereof. We
have not been requested to make, and have not made, an independent evaluation or
appraisal of the assets or fiabilities (contingent or otherwise) of TXU, nor have we been
furnished with any such evaluations or appraisals. Our opinion addresses only the
fairness, from a financial point of view and as of the date hereof, to the holders of TXU
Common Stock of the Consideration and does not address any other aspect or
implication of the Merger or any other agreement, arrangement or understanding
entered into in connection with the Merger or otherwise. We were not requested to, and
did not, solicit third party indications of interest in acquiring all or any part of TXU;
however, we understand that TXU will solicit such indications of interest from potential
buyers for a limited period after the date of the Agreement as permitted under the
provisions thereof. Our opinion is necessarily based upon information made avaitable to
us as of the date hereof and financial, economic, market and other conditions as they
exist and can be evaluated on the date hereof, including assumptions as to future
commodity fuel prices which are subject to significant volatility and which, if different
than as assumed, could have a material impact on our analyses. Our opinion does not
address the relative merits of the Merger as compared to alternative transactions or
strategies that might be available to TXU, nor does it address the underlying business
decision of TXU to proceed with the Merger.

We have acted as financial advisor to TXU in connection with the Merger and wili
receive a fee for our services, a significant portion of which is contingent upon the
consummation of the Merger. We will also receive a fee for rendering this opinion. In
addition, TXU has agreed to indemnify us for certain liabilities and other items arising out
of our engagement. You have requested that we and certain of our affiliates offer to
provide, arrange, or otherwise assist Texas Energy Future and other potential buyers in
obtaining, all or a portion of the financing in connection with acquiring TXU, for which we
and such affiliates would also expect to receive compensation. We and our affiliates
from time to time in the past have provided and currently are providing investment
banking and other financial services to TXU, for which services we and our affiliates
have received, and expect to receive, compensation. We and our affiliates also from
time to time in the past have provided, currently are providing and in the future may
provide investment banking and other financial services to KKR, TPG, their respective
affiliates and certain of their respective poriffolio companies, for which services we and
our affiliates have received, and may receive, compensation. In addition, we and certain
of our affiliates and certain of our and their respective employees and certain private
investment funds affiliated or associated with us have invested in affiliates of KKR and
TPG. We are a full service securities firm engaged in securities trading and brokerage
activities as well as providing investment banking and other financial services. In the
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ordinary course of business, we and our affiliates may acquire, hold or sell, for our and
our affiliates’ own accounts and the accounts of customers, equity, debt and other
securities and financial instruments (including bank loans and other obligations) of TXU,
KKR, TPG and any other entities that may be involved in the Merger, as weil as provide
investment banking and other financiai services to such companies.

It is understood that this letter is for the information of the Board of Directors of TXU and
the Strategic Transactions Committee thereof in connection with their evaluation of the
Merger and is being provided to the Strategic Transactions Committee on the basis of it
being an administrative committee of the Board of Directors which has not been
established as a special independent committee for purposes of evaluating a possible
conflicted or similar transaction. It is also understood that this letter does not constitute
a recommendation to any shareholder as t¢ how such shareholder should vote or act
with respect to any matters relating to the Merger.

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the
Consideration to be received in the Merger by the holders of TXU Common Stock is fair,
from a financial point of view, to such holders,

Very truly yours,

CREDIT SUISSE SECURITIES (USA) LLC




ANNEX C

[LETTERHEAD OF LAZARD FRERES & CO. LLC]
February 25, 2007

The Strategic Transactions Committee of the Board of Directors
and the Board of Directors

TXU Corp.

1601 Bryan Street

Dallas, Texas 75201-3411°

Dear Members of the Strategic Transactions Committee of the Board and the Board:

We understand that TXU Corp., a Texas corporation (the “Company™), Texas Energy Future Holdings Limited
Partnership, a Delaware limited partnership (“Parent”). and Texas Energy Future Merger Sub Corp, a Texas
corporation and a wholly owned subsidiary of Parent (*Merger Sub™), propose to enter into an Agreement and Plan
of Merger to be dated the date hereof (the “Merger Agreement’}, pursuant to which, among other things, Merger
Sub will be merged with and into the Company (the “Merger”). with the Company continuing as the surviving
corporation in the Merger. We turther understand that pursuant to the Merger, each share of common stock, no par
value per share, of the Company (the “Common Stock™) issued and outstanding immediately prior to the effective
time of the Merger (other than the Excluded Shares (as defined in the Merger Agreement)) shall be converted into
the right to receive $69.25 per share in cash, without interest (the “Merger Consideration”). The terms and
conditions of the Merger are more fully set forth in the Merger Agreement.

You have requested our opinion, as of the date hereof, as to the fairness, from a financial point of view, to the
holders of shares of Common Stock (other than (x) Parent or its affiliates or (v) holders of Excluded Shares) of the
Merger Consideration to be paid to such holders pursuant to the Merger. In connection with this opinion, we have:

(i)  Reviewed the financial terms and conditions contained in the latest draft of the Merger Agreement
reviewed by us;

(i)  Analyzed certain historical publicly available business and financial information relating to the
Company;

(iit) Reviewed various financial forecasts and other data provided to us by management of the Company
relating to its businesses;

(iv) Held discussions with members of the senior management of the Company with respect to the
businesses and prospects of the Company:

(vy Reviewed public information with respect to certain other companies in lines of business we
believe to be generally comparable to those of the Company;

(vi) Reviewed the financial terms of certain business combinations involving companies in lines of
business we believe to be generally comparable to those of the Company:

(vii) Reviewed the historical stock prices and trading volumes of the Common Stock; and
{viii) Conducted such other financial studies, analyses and investigations as we deemed appropriate.

We have relied upon the accuracy and completeness of the foregoing information. and we have not assumed
any responsibility for any independent verification of such information or any independent valuation or appraisal of
any of the assets or liabilities of the Company, or concerning the solvency or fair value of the Company, and we have
not been furnished with any such valuation or appraisal. With respect to the financial {forecasts, we have assumed
that they have been reasonably prepared on bases reflecting the best currently available estimales and judgments of
the management of the Company as o the future financial performance of the Company. We assume no
responsibility for and express no view as to such forecasts or the assumptions on which they are based.

Further, our opinton is necessarily based on economic. monetary, market and other conditions as in effect on,
and the information made available to us as of, the date hereof, including. without limitation, the price of natural
gas, which may be subject to significant fluctuation between the date hereof and the effective time of the Merger,
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and thereafter. We assume no responsibility for updating or revising our opinion based on circumstances or events
occurring after the date hereof.

In rendering our opinion, we have assumed that the Merger will be consummated on the terms described in the
Merger Agreement, without any waiver or modification of any material terms or conditions, including Parent’s or
Merger Sub’s obtaining the necessary financing to effect the Merger. We have further assumed that the executed
Merger Agreement will not differ in any material respect from the latest draft provided to us. In addition, we-have
assumed that the representations and warranties of the Company contained in the Merger Agreement and all
agreements related thereto are true and complete.

We do not express any opinion as to any tax or other consequences that might result from the Merger, nor does
our opinion address any legal, tax, regulatory or accounting matters, as to which we understand that the Strategic
Transactions Committee of the Board of Directors of the Company (the “Transactions Committee”), the Board of
Directors of the Company and the Company have obtained such advice as they deemed necessary from qualified
professionals. This opinion does not address the solvency or fair value of the Company or any other entity, including
under any state, federal or other applicable laws relating to bankruptcy, insolvency or similar matters, We do not
express any opinion as to the price at which shares of Common Stock may trade subsequent to the date hereof.

Lazard Freres & Co. LLC (“Lazard™) is acting as financial advisor to the Transactions Committee and the Board
of Directors of the Company in connection with the Merger and will receive a fee for our services, a portion of which is
payable upon delivery of this opinion and a portion of which is contingent upon the consummation of the Merger. We
have in the past provided investment banking services to the Company and may have provided and may currently be
providing investment banking services to one or more of the equity holders of Parent, or to one or more of their
respective portfolio companies or other affiliates, for which we have received and/or may receive customary fees. In
addition, in the ordinary course of their respective businesses, affiliates of Lazard and LFCM Holdings LLC (an entity
indirectly held in large part by managing directors of Lazard) may actively trade securities of the Company and/cr
securities of the portfolio companies and/or other affiliates of the equity holders of Parent for their own accounts and
for the accounts of their customers and, accordingly, may at any time hold a long or short position in such securities.

QOur engagement and the opinion expressed herein are for the benefit of the Transactions Committee and the
Board of Directors of the Company in connection with their consideration of the Merger and are not on behalf of,
and are not intended to confer rights or remedies upon, Parent, any shareholders of Parent or the Company or any
other person. Qur opinion does not address the merits of the underlying decision by the Company to engage in the
Merger or the relative merits of the Merger as compared to. other business strategies or transactions that might be
available to the Company. In that regard, we were not authorized to, and did not, solicit third party indications of
interest in acquiring all or a part of the Company or engaging in a business combination or any other strategic
transaction with the Company in connection with our engagement prior to the date hereof. Our opinion is not
intended to and does not constitute a recommendation to any holder of Common Stock as to how such holder should
vote with respect to the Merger or any other matter relating thereto.

Based on and subject to the foregoing, we are of the opinion that, as of the date hereof, the Merger
Consideration to be paid to holders of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded
Shares) pursuant to the Merger is fair, from a financial point of view, to such holders.

Very truly yours,
LAZARD FRERES & CO. LLC




ANNEX D

[LETTERHEAD OF LAZARD FRERES & CO. LLC]
July 12, 2007

The Strategic Transactions Committee of the Board of Directors
and the Board of Directors

TXU Corp.

1601 Bryan Street

Dallas, Texas 75201-3411

Dear Members of the Strategic Transactions Committee of the Board and the Board:

We understand that TXU Corp., a Texas corporation (the “Company™), Texas Energy Future Holdings Limited
Partnership, a Delaware limited partnership (“Parent”), and Texas Energy Future Merger Sub Corp, a Texas
corporation and a wholly owned subsidiary of Parent (“Merger Sub”), have entered into an Agreement and Plan of
Merger, dated as of February 25, 2007 (the “Merger Agreement”), pursuant to which, among other things, Merger
Sub will be merged with and into the Company (the “Merger”), with the Company continuing as the surviving
corporation in the Merger. We further understand that pursuant to the Merger, each share of common stock, no par
value per share, of the Company (the “Common Stock”) issued and outstanding immediately prior to the effective
time of the Merger (other than the Excluded Shares (as defined in the Merger Agreement)) shall be converted into
the right to receive $69.25 per share in cash, without interest (the “Merger Consideration”). The terms and
conditions of the Merger are more fully set forth in the Merger Agreement.

You have requested our opinion, as of the date hereof, as to the faimess, from a financial point of view, to the
holders of shares of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded Shares) of the
Merger Consideration to be paid to such helders pursuant to the Merger. In connection with this opinion, we have:

(i) Reviewed the financial terms and conditions contained in the the Merger Agreement;

(ii) Analyzed certain historical publicly available business and financial information relating to the
Company;

(iii) Reviewed various financial forecasts and other data provided to us by management of the Company
relating to its businesses;

(iv) Held discussions with members of the senior management of the Company with respect to the
businesses and prospects of the Company;

"(v) Reviewed public information with respect to certain other companies in lines of business we
believe to be generally comparable to those of the Company;

(vi) Reviewed the financial terms of certain business combinations involving companies in lines of
business we believe to be generally comparable to those of the Company; '

{(vii) Reviewed the historical stock prices and trading volumes of the Common Stock; and
(viii} Conducted such other financial studies, analyses and investigations as we deemed appropriate.

We have relied upon the accuracy and completeness of the foregoing information, and we have not assumed
any responsibility for any independent verification of such information or any independent valuation or appraisal of
any of the assets or liabilities of the Company, or concerning the solvency or fair value of the Company, and we have
not been furnished with any such valuation or appraisal. With respect to the financial forecasts, we have assumed
that they have been reasonably prepared on bases reflecting the best currently available estimates and judgments of
the management of the Company as to the future financial performance of the Company. We assume no
responsibility for and express no view as to such forecasts or the assumptions on which they are based.

Further, our opinion is necessarily based on economic, monetary, market and other conditions as in effect on,
and the information made available to us as of, the date hereof, including, without limitation, the price of natural
gas, which may be subject to significant fluctuation between the date hereof and the effective time of the Merger,
and thereafier, We assume no responsibility for updating or revising our opinion based on circumstances or events
occurring after the date hereof.
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In rendering our opinion, we have assumed that the Merger will be consumimated on the terms described in the
the Merger Agreement, without any waiver or modification of any material terms or conditions, including Parent’s
or Merger Sub’s obtaining the necessary financing to effect the Merger. In addition, we have assumed that the
representations and warranties of the Company contained in the Merger Agreement and all agreements related
thereto are true and complete.

We do not express any opinion as to any tax or other consequences that might result from the Merger, nor does
our opinion address any legal, tax, regulatory or accounting matters, as to which we understand that the Strategic
Transactions Committee of the Board of Directors of the Company (the “Transactions Committee™), the Board of
Directors of the Company and the Company have obtained such advice as they deemed necessary from qualified
professionals. This opinion does not address the solvency or fair value of the Company or any other entity, including
under any state, federal or other applicable laws relating to bankruptcy, insolvency or similar matters. We do not
express any opinion as to the price at which shares of Common Stock may trade subsequent to the date hereof.

Lazard Fréres & Co. LLC (“Lazard”} is acting as financial advisor to the Transactions Committee and the Board
of Directors of the Company in connection with the Merger and will receive a fee for our services. We have in the past
provided investment banking services to the Company and may have provided and may currently be providing
investment banking services to one or more of the equity holders of Parent, or to one or more of their respective
portfolio companies or other affiliates, for which we have received and/or may receive customary fees. In addition, in
the ordinary course of their respective businesses, affiliates of Lazard and LFCM Holdings LLC (an entity indirectly
held in large part by managing directors of Lazard) may actively trade securities of the Company and/or securities of
the portfolio companies and/or other affiliates of the equity holders of Parent for their own accounts and for the
accounts of their customers and, accordingly, may at any time hold a long or short position in such securities.

Our engagement and the opinion expressed herein are for the benefit of the Transactions Committee and the
Board of Directors of the Company in connection with their consideration of the Merger and are not on behalf of,
and are not intended to confer rights or remedies upon, Parent, any shareholders of Parent or the Company or any
other person. Our opinion does not address the merits of the underlying decision by the Company to engage in the
Merger or the relative merits of the Merger as compared to other business strategies or transactions that might be
available to the Company. Our opinion is not intended to and does not constitute a recommendation to any holder of
Common Stock as to how such holder should vote with respect to the Merger or any other matter relating thereto.

Based on and subject to the foregoing, we are of the opinion that, as of the date hereof, the Merger
Consideration to be paid to holders of Common Stock (other than (x) Parent’s affiliates or (y) holders of Excluded
Shares) pursuant to the Merger is fair, from a financial point of view, to such holders.

Very truly yours,
LAZARD FRERES & CO. LLC




ANNEX E

TEXAS BUSINESS ORGANIZATIONS CODE
CHAPTER 10. MERGERS, INTEREST EXCHANGES, CONVERSIONS, AND SALES OF ASSETS

SUBCHAPTER H. RIGHTS OF DISSENTING OWNERS
Sec. 10.351. APPLICABILITY OF SUBCHAPTER,

(a) This subchapter does not apply to a fundamental business transaction of a domestic entity if, immediately
before the effective date of the fundamental business transaction, all of the ownership interests of the entity
otherwise entitled to rights to dissent and appraisal under this code are held by one owner cor only by the owners who
approved the fundamental business transaction.

(b) This subchapter applies only to a “domestic entity subject to dissenters’ rights,” as defined in
Section 1.002. That term includes a domestic for-profit corporation, professional corporation, professional
association, and real estate investment trust. Except as provided in Subsection (c), that term does not include a
partnership or limited liability company.

(c) The governing documents of a partnership or a limited liability company may provide that its owners are
entitled to the rights of dissent and appraisal provided by this subchapter.

Acts 2003, 78th Leg., ch. 182, Sec. |, eff. Jan. 1, 2006.
Sec. 10.352. DEFINITIONS. 1n this subchapter:

(1) “Dissenting owner” means an owner of an ownership interest in a domestic entity subject to
dissenters’ rights who:

(A) provides notice under Section 10.356; and

(B) complies with the requirements for perfecting that owner’s right to dissent under this
subchapter.

(2) “Responsible organization” means:
(A) the organization responsible for:
(i) the provision of notices under this subchapter; and

(ii) the primary obligation of paying the fair value for an ownership interest held by a
dissenting owner;

(B) with respect t0 a merger Or Conversion:

(i) for matters occurring before the merger or conversion, the organization that is merging or
converting; and

(ii) for matters occurring after the merger or conversion, the surviving or new organization that
is primarily obligated for the payment of the fair value of the dissenting owner’s ownership interest
in the merger or conversion;

(C) with respect to an interest exchange, the organization the ownership interests of which are being
acquired in the interest exchange; and

(D) with respect to the sale of all or substantially all of the assets of an organization, the organization
the assets of which are to be transferred by sale or in another manner.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.353. FORM AND VALIDITY OF NOTICE.
(a) Notice required under this subchapter:
(1) must be in writing; and
{2) may be mailed, hand-delivered, or delivered by courier or electronic transmission.

(b) Failure to provide notice as required by this subchapter does not invalidate any action taken.
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Acts 2003, 78th Leg., ch, 182, Sec. |, eff, Jan, 1, 2006.
Sec. 10.354. RIGHTS OF DISSENT AND APPRAISAL.

(a) Subject to Subsection (b), an owner of an ownership interest in a domestic entity subject to dissenters’
rights is entitled to:

(1) dissent from:

(A) a plan of merger to which the domestic entity is a party if owner approval is required by this
code and the owner owns in the domestic entity an ownership interest that was entitled to vote on the plan
of merger;

(B) a sale of all or substantially all of the assets of the domestic entity if owner approval is required
by this code and the owner owns in the domestic entity an ownership interest that was entitled to vote on
the sale;

(C) a plan of exchange in which the ownership interest of the owner is to be acquired;

(D) a plan of conversion in which the domestic entity is the converting entity if owner approval is
required by this code and the owner owns in the domestic entity an ownership interest that was entitled to
vote on the plan of conversion; or

(E) a merger effected under Section 10.006 in which:
(i) the owner is entitled to vote on the merger; or
{(i1) the ownership interest of the owner is converted or exchanged: and

(2) subject to compliance with the procedures set forth in this subchapter, obtain the fair value of that
ownership interest through an appraisal.

(b) Notwithstanding Subsection (a), subject to Subsection (c), an owner may not dissent from a plan of merger
or conversion in which there is a single surviving or new domestic entity or non-code organization, or from a plan of
exchange, if:

(1) the ownership interest, or a depository receipt in respect of the ownership interest, held by the owner
is part of a class or series of ownership interests, or depository receipts in respect of ownership interests, that
are, on the record date set for purposes of determining which owners are entitled to vote on the plan of merger,
conversion, or exchange, as appropriate:

(A} listed on a national securities exchange or a similar system;
(B) listed on the Nasdag Stock Market or a successor guotation system;

{C) designated as a national market security on an interdealer quotation system by the National
Association of Securities Dealers, Inc., or a successor system; or

(D) held of record by at least 2,000 owners;

(2) the owner is not required by the terms of the plan of merger, conversion, or exchange, as appropriate,
to accept for the owner's ownership interest any consideration that is different from the consideration to be
provided to any other holder of an ownership interest of the same class or series as the ownership interest held
by the owner, other than cash instead of fractional shares or interests the owner would otherwise be entitled to
receive; and

(3) the owner is not required by the terms of the plan of merger, conversion, or exchange, as appropriate,
to accept for the owner’s ownership interest any consideration other than:

(A) ownership interests, or depository receipts in respect of ownership interests, of a domestic entity
or non-code organization of the same general organizational type that, immediately after the effective
date of the merger, conversion, or exchange, as appropriate, will be part of a class or series of ownership
interests, or depository receipts in respect of ownership interests, that are:

(i) listed on a national securities exchange or authorized for listing on the exchange on official
notice of issuance;
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{(11) approved for quotation as a national market securily on an interdealer guotation system by
the National Association of Securities Dealers, Inc., or a successor entity; or

(ii1) held of record by at least 2,000 owners;

{B) cash instead of fractional ownership interests the owner would otherwise be enttled 10
receive; or

(C) any combination of the ownership interests and cash described by Paragraphs (A) and (B).

(c) Subsection (b} shall not apply to a domestic entity that is a subsidiary with respect to a merger under
Section 10.006.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006. Amended by Acts 2005, 79th Leg., ch. 64, Sec. 39, eff. Jan. 1,
2006.

Sec. 10.355. NOTICE OF RIGHT OF DISSENT AND APPRAISAL.

(a) A domestic entity subject to dissenters’ rights that takes or proposes o take an action regarding which an
owner has a right to dissent and obtain an appraisal under Section 10,354 shall notify each affected owner of the
owner’s rights under that section if:

(1) the action or proposed action is submitted to a vote of the owners at a meeting; or

(2) approval of the action or proposed action is obtained by written consent of the owners instead of being
submitted te a vote of the owners.

(b) If a parent organization effects a merger under Section 10.006 and a subsidiary organization that is a party
to the merger is a domestic entity subject to dissenters’ rights, the responsible organization shall notify the owners of
that subsidiary organization who have a right to dissent to the merger under Section 10.354 of their rights under this
subchapter not later than the 10th day after the effective date of the merger. The notice must also include a copy of
the certificate of merger and a statement that the merger has become effective.

(c) A notice required to be provided under Subsection (a} or (b) must:
(1) be accompanied by a copy of this subchapter; and

(2) advise the owner of the location of the responsible organization’s principal executive offices to which
a notice required under Section 10.356{b}(2) may be provided.

(d) In addition to the requirements prescribed by Subsection (c). a notice required to be provided under
Subsection (a)(1) must accompany the notice of the meeting to consider the action, and a notice required under
Subsection (a)}(2) must be provided to:

(1) each owner who consents in writing to the action before the owner delivers the written consent; and

(2) each owner who is entitled to vote on the action and does not consent in writing to the aclion before
the 11th day after the date the action kes effect.

() Not later than the 10th day after the date an action described by Subsection {a)(1) takes effect, the
respensible organization shall give notice that the action has been effected to each owner who voted against the
action and sent notice under Section 10.356(b)(2).

Acts 2003, 78th Leg., ch. 182. Sec. 1, eff. Jan. [, 2006.

Sec. 10.356, PROCEDURE FOR DISSENT BY OWNERS AS TOACTIONS; PERFECTION OF RIGHT OF
DISSENT AND APPRAISAL.

(a) An owner of an ownership interest of a domestic entity subject to dissenters’ rights who has the right to
dissent and appraisal from any of the actions referred to in Section 10.354 may exercise that right to dissent and
appraisal only by complying with the procedures specitied in this subchapter. An owner’s right of dissent and
appraisal under Section 10.354 may be exercised by an owner only with respect to an ownership interest that is not
voted in favor of the action.
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(b) To perfect the owner’s rights of dissent and appraisal under Section 10.354, an owner:
{1) with respect to the ownership interest for which the rights of dissent and appraisal are sought:

{A) must vote against the action if the owner is entitled to vote on the action and the action is
approved at a meeting of the owners; and

(B) may not consent to the action if the action is approved by written consent; and
(2) must give to the responsible crganization a notice dissenting to the action that:
(A) is addressed to the president and secretary of the responsible organization;

{B) demands payment of the fair value of the ownership interests for which the rights of dissent and
appraisal are sought;

(C) provides to the responsible organization an address to which a notice relating to the dissent and
appraisal procedures under this subchapter may be sent;

(D) states the number and class of the ownership interests of the domestic entity owned by the owner
and the fair value of the ownership interests as estimated by the owner; and

(E) is delivered to the responsible organization at its principal executive offices at the following
time:

(i) before the action is considered for approval, if the action is to be submitted to a vote of the
owners at a meeting;

(ii) not later than the 20th day after the date the responsible organization sends to the owner a
notice that the action was approved by the requisite vote of the owners, if the action is to be
undertaken on the written consent of the owners; or

(i1i) not later than the 20th day after the date the responsible organization sends to the owner a
notice that the merger was effected, if the action is a merger effected under Section 10.006.

{c) Anowner who does not make a demand within the period required by Subsection (b)(2)}E) is bound by the
action and is not entitled to exercise the rights of dissent and appraisal under Section 10,354.

(d) Not later than the 20th day after the date an owner makes a demand under this section, the owner must
submit to the responsible organization any certificates representing the ownership interest to which the demand
relates for purposes of making a notation on the certificates that a demand for the payment of the fair value of an
ownership interest has been made under this section. An owner’s failure to submit the certificates within the
required period has the effect of terminating, at the option of the responsible organization, the owner’s rights to
dissent and appraisal under Section 10.354 unless a court, for good cause shown, directs otherwise.

{e) If adomestic entity and responsible organization satisfy the requirements of this subchapter relating to the
rights of owners of ownership interests in the entity to dissent to an action and seek appraisal of those ownership
interests, an owner of an ownership interest who fails to perfect that owner’s right of dissent in accordance with this
subchapter may not bring suit to recover the value of the ownership interest or money damages relating to the action.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.357. WITHDRAWAL OF DEMAND FOR FAIR VALUE OF OWNERSHIP INTEREST.

(a) An owner may withdraw a demand for the payment of the fair value of an ownership interest made under
Section 10.356 before:

(1) payment for the ownership interest has been made under Sections 10.358 and 10.361; or
(2) a petition has been filed under Section 10.361.

(b) Unless the responsible organization consents to the withdrawal of the demand, an owner may not withdraw
a demand for payment under Subsection (a) after either of the events specified in Subsections (a)(1) and (2).

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.

Sec. 10.358. RESPONSE BY ORGANIZATION TO NOTICE OF DISSENT AND DEMAND FOR FAIR
VALUE BY DISSENTING OWNER.
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(a) Not later than the 20th day after the date a responsible organization receives a demand for payment made
by a dissenting owner in accordance with Section 10.356, the responsible organization shall respond to the
dissenting owner in writing by:

(1) accepting the amount claimed in the demand as the fair value of the ownership interests specified in
the notice; or :

(2) rejecting the demand and including in the response the requirements prescribed by Subsection (c).

(b) If the responsible organization accepts the amount claimed in the demand, the responsible organization
shall pay the amount not later than the 90th day after the date the action that is the subject of the demand was
effected if the owner delivers to the responsible organization:

(1) endorsed certificates representing the ownership interests if the ownership interests are certificated; or
(2) signed assignmcnfs of the ownership interests if the ownership interests are uncertificated.

(c) If the responsible organization rejects the amount claimed in the demand, the responsible organization
shall provide to the owner:

(1) an estimate by the responsible organization of the fair value of the ownership interests; and
(2) an offer to pay the amount of the estimate provided under Subdivision (1).

(d) An offer made under Subsection (c)(2) must remain open for a period of at least 60 days from the date the
offer is first delivered to the dissenting owner.

(e) If a dissenting owner accepts an offer made by a responsible organization under Subsection (c)(2) or if a
dissenting owner and a responsible organization reach an agreement on the fair value of the ownership interests, the
responsible organization shall pay the agreed amount not later than the 60th day after the date the offer is accepted
or the agreement is reached, as appropriate, if the dissenting owner delivers to the responsible orgamzation:

(1) endorsed certificates representing the ownership interests if the ownership interests are certificated; or
(2) signed assignments of the ownership interests if the ownership interests are uncertificated.
Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.359. RECORD OF DEMAND FOR FAIR VALUE OF OWNERSHIP INTEREST.

(a) A responsible organization shall note in the organization’s ownership interest records maintained under
Section 3.151 the receipt of a demand for payment from any dissenting owner made under Section 10.356.

(b) If an ownership interest that is the subject of a demand for payment made under Section 10.356 is
transferred, a new certificate representing that ownership interest must contain:
{1) a reference to the demand; and
(2) the name of the original dissenting owner of the ownership interest.
Acts 2003, 78th Leg., ch. 182, Sec. i, eff. Jan. 1, 2006.

Sec. 10.360. RIGHTS OF TRANSFEREE OF CERTAIN OWNERSHIP INTEREST. A transferee of an
ownership interest that is the subject of a demand for payment made under Section 10.356 does not acquire
additional rights with respect to the responsible organization following the transfer. The transferee has only the
rights the original dissenting owner had with respect to the responsible organization after making the demand.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.

Sec. 10.361. PROCEEDING TO DETERMINE FAIR VALUE OF OWNERSHIP INTEREST AND OWNERS
ENTITLED TO PAYMENT: APPOINTMENT OF APPRAISERS.

{a) If aresponsible organization rejects the amount demanded by a dissenting owner under Section 10.358 and
the dissenting owner and responsible organization are unable to reach an agreement relating to the fair value of the
ownership interests within the period prescribed by Section 10.358(d), the dissenting owner or responsible
organization may file a petition requesting a finding and determination of the fair value of the owner’s
ownership interests in a court in:

(1) the county in which the organization’s principal office is located in this state; or

E-5




(2) the county in which the organization’s registered office is located in this state, if the organization does
not have a business office in this state.

(b) A petition described by Subsection (a) must be filed not later than the 60th day after the expiration of the
period required by Section 10.358(d). '

(c) On the filing of a petition by an owner under Subsection (a), service of a copy of the petition shall be made
to the responsible organization. Not later than the 10th day after the date a responsible organization receives service
under this subsection, the responsible organization shall file with the clerk of the court in which the petition was
filed a list containing the names and addresses of each owner of the organization who has demanded payment for
ownership interests under Section 10.356 and with whom agreement as to the value of the ownership interests has
not been reached with the responsible organization, If the responsible organization files a petition under
Subsection (a), the petition must be accompanied by this list.

(d) The clerk of the court in which a petition is filed under this section shall provide by registered mail notice
of the time and place set for the hearing to:

(1) the responsible organization; and

(2) each owner named on the list described by Subsection {c) at the address shown for the owner on the
list,

{e) The court shall:
(1) determine which owners have:
(A) perfected their rights by complying with this subchapter; and

(B) become subsequently entitled to receive payment for the fair value of their ownership
interests; and

(2) appoint one or more qualified appraisers to determine the fair value of the ownership interests of the
owners described by Subdivision (1).

(f) The court shall approve the form of a notice required to be provided under this section. The judgment of the
court is final and binding on the responsible organization, any other organization obligated to make payment under
this subchapter for an ownership interest, and each owner who is notified as required by this section.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.362. COMPUTATION AND DETERMINATION OF FAIR VALUE OF OWNERSHIP INTEREST,

(a) For purposes of this subchapter, the fair value of an ownership interest of a domestic entity subject to
dissenters’ rights is the value of the ownership interest on the date preceding the date of the action that is the subject
of the appraisal. Any appreciation or depreciation in the value of the ownership interest occurring in anticipation of
the proposed action or as a result of the action must be specifically excluded from the computation of the fair value
of the ownership interest.

(b) In computing the fair value of an ownership interest under this subchapter, consideration must be given to
the value of the organization as a going concern without including in the computation of value any:

(1) payment for a control premium or minority discount other than a discount attributable to the type of
ownership interests held by the dissenting owner; and

(2) limitation placed on the rights and preferences of those ownership interests.

(c) The determination of the fair value of an ownership interest made for purposes of this subchapter may not
be used for purposes of making a determination of the fair value of that ownership interest for another purpose or of
the fair value of another ownership interest, including for purposes of determining any minority or liquidity discount
that might apply to a sale of an ownership interest.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.363. POWERS AND DUTIES OF APPRAISER; APPRAISAL PROCEDURES.
{a) An appraiser appointed under Section 10.361 has the power and authority that:
(1) is granted by the court in the order appointing the appraiser; and
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(2) may be conferred by a court to a master in chancery as provided by Rule 171, Texas Rules of Civil
Procedure.

(b} The appraiser shall:

(1) determine the fair value of an ownership interest of an owner adjudged by the court to be entitled to
payment for the ownership interest; and

(2) file with the court a report of that determination,

(c) The appraiser is entitled to examine the books and records of a responsible organization and may conduct
investigations as the appraiser considers appropriate. A dissenting owner or responsible organization may submit to
an appraiser evidence or other information relevant to the determination of the fair value of the ownership interest
required by Subsection (b)(1).

(d) The clerk of the court appointing the appraiser shall provide notice of the filing of the report under
Subsection (b) to each dissenting owner named in the list filed under Section 10.361 and the responsible
organization.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.364. OBJECTION TO APPRAISAL, HEARING.

(a) A dissenting owner or responsible organization may object, based on the law or the facts, to all or part of an
appraisal report containing the fair value of an ownership interest determined under Section 10.363(b).

(b} If an objection to a report is raised under Subsection (a), the court shall hold a hearing to determine the fair
value of the ownership interest that is the subject of the report. After the hearing, the court shall require the
responsible organization to pay to the holders of the ownership interest the amount of the determined value with
interest, accruing from the 91st day after the date the applicable action for which the owner elected to dissent was
effected until the date of the judgment,

(c) Interest under Subsection (b} accrues at the same rate as is provided for the accrual of prejudgment interest
in civil cases.

{d) The responsible organization shall:
(1) immediately pay the amount of the judgment to a holder of an uncertificated ownership interest; and

(2) pay the amount of the judgment to a holder of a certificated ownership interest immediately after the
certificate holder surrenders to the responsible organization an endorsed certificate representing the ownership
interest.

{e) On payment of the judgment, the dissenting owner does not have an interest in the:
(1) ownership interest for which the payment is made; or
(2) responsible organization with respect to that ownership interest.
Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.
Sec. 10.365. COURT COSTS; COMPENSATION FOR APPRAISER.
(a) An appraiser appointed under Section 10.361 is entitled to a reasonable fee payable from court costs.

(b) All court costs shall be allocated between the responsible organization and the dissenting owners in the
manner that the court determines to be fair and equitable.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff, Jan. 1, 2006.

Sec. 10.366. STATUS OF OWNERSHIP INTEREST HELD OR FORMERLY HELD BY DISSENTING
OWNER.

(a) An ownership interest of an organization acquired by a responsible organization under this subchapter:

(1) in the case of a merger, conversion, or interest exchange, shall be held or disposed of as provided in
the plan of merger, conversion, or interest exchange; and

(2) in any other case, may be held or disposed of by the responsible organization in the same manner as
other ownership interests acquired by the organization or held in its treasury.
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(b) An owner who has demanded payment for the owner’s ownership interest under Section 10.356 is not
entitled to vote or exercise any other rights of another owner with respect to the ownership interest except the right
to:

(1) receive payment for the ownership interest under this subchapter; and

(2) bring an appropriate action to obtain relief on the ground that the action to which the demand relates
would be or was fraudulent.

(c) Anownership interest for which payment has been demanded under Section 10.356 may not be considered
outstanding for purposes of any subseguent vote or action.

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.

Sec. 10.367. RIGHTS OF OWNERS FOLLOWING TERMINATION OF RIGHT OF DISSENT. (a) The
rights of a dissenting owner terminate if:

(1) the owner withdraws the demand under Section 10.356;
(2) the owner’s right of dissent is terminated under Section 10.356;
(3) a petition is not filed within the period required by Section 10.361; or

(4) after a hearing held under Section 10.361, the court adjudges that the owner is not entitled to elect to
dissent from an action under this subchapter.

{b) On termination of the right of dissent under this section:

(1) the dissenting owner and all persons claiming a right under the owner are conclusively presumed to
have approved and ratified the action to which the owner dissented and are bound by that action;

{2) the owner’s right to be paid the fair value of the owner’s ownership interests ceases and the owner’s
status as an owner of those ownership interests is restored without prejudice in any interim proceeding if the
owner's ownership interests were not canceled, converted, or exchanged as a result of the action or a
subsequent fundamental business transaction; and

(3) the dissenting owner is entitled to receive dividends or other distributions made in the interim to
owners of the same class and series of ownership interests held by the owner as if a demand for the payment of
the ownership interests had not been made under Section 10.356, subject to any change in or adjustment to
ownership interests because of the cancellation or exchange of the ownership interests after the date a demand
under Section 10.356 was made pursuant to a fundamental business transaction,

Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.

Sec. 10.368. EXCLUSIVITY OF REMEDY OF DISSENT AND APPRAISAL.  In the absence of fraud in the
transaction, any right of an owner of an ownership interest to dissent from an action and obtain the fair value of the -
ownership interest under this subchapter is the exclusive remedy for recovery of:

(1) the value of the ownership interest or money damages to the owner with respect to the ownership
interest; and

(2) the owner’s right in the organization with respect to a fundamental business transaction.
Acts 2003, 78th Leg., ch. 182, Sec. 1, eff. Jan. 1, 2006.




TXU Corp.
% TXU 1601 Bryan Strget

Dallas, TX 75201-3411

This Proxy is Solicited on Behalf of the Board of Directors

The undersigned hereby appoints Kim K. W. Rucker, Senior Vice President, Secretary and Chief Governance Officer of the Company, and David P. Poole,
Executive Vice President and General Counsel of the Company, and each of them, Proxies with power lo appoint a substitute, and hereby authorizes them
to represent all shares of commoan stock of TXU Corp. held of record by the undersigned on July 19, 2007 at the Annual Meeting of Shareholders of the
Company to be held in the Dallas Ballroom of the Intemational Conference and Exposition Center of the Adamy's Mark Hotel, 400 North Qlive Street, Dallas
Texas on Friday, September 7, 2007 at 9:30 a.m., local time, and at any adjoumments thereof, and to vote, as directed on the reverse side of this card, on
all specified matters coming before said meeting, and in their discretion, upon such other matters not specified as may come before said meeting.

This proxy when properly executed will be voted in the manner directed therein. If no direction is made, this proxy will be voted FOR
Items 1, 2, 3 and 4 and AGAINST ltems 5 and 6. Receipt is hereby acknowledged of the notice of Annual Meeting of Shareholders and
Proxy Statement.

To change the address on your account, please indicate your new address below. Flease note that changes to the registered name(s) on the
account may not be submitted via this method.

O (We) plan to attend the meeting in Dallas, Texas.

Date

Signature of Shareholder

Signature of Shareholder

Please sign exactly as your name appears on this Proxy. When shares are held jointly, each
holder should sign. When sigring as executor, adminisiratos, attornay, truslee or guardian,
please give full litke as such, If the signer is a corporation, please sign full corporate name by
duly authorized officer, giving full title as such, If signer is a parinership, please sign a
partnership name by authorized person,

If you vote your proxy by Internet or by telephone, you do NOT need to mail back your proxy card.
If not voting by Internet or telephone, please sign, date and return this card promptly in the enclosed envelope.

2>

Vote by Internet or Telephone or Mail — 24 Hours a Day, 7 Days a Week
internet and telephone voting is available through 6:00 a.m. Eastern Time September 7, 2007,

Your Internet or telephone vote authorizes the named proxies to vote your shares
in the same manner as if you marked, signed and returned your proxy card.

Internet Telephone Mail

www.cesvote.com 1-888-693-8683
Use the Internet to vote your proxy.
Have your proxy card in hand
when you access the web site.

OR Use any touch-tone telephone to OR Mark, sign and date your proxy
vote your proxy. Have your proxy card and return it in the enclosed
card in hand when you call. postage-paid envelope.




é@ TXU TXU Corp.

1601 Bryan Street
Dallas, TX 75201-3411

DIRECTORS RECOMMEND A VOTE "FOR” ITEMS 1, 2 AND 4, “FOR” ALL NOMINEES, AND “AGAINST” ITEMS 5 AND 6.

1. To approve the Agreement and Plan of Merger, dated as of February 25, 2007 (as amended from time to time, the *"Merger Agreement”)
among TXU Corp., Texas Energy Future Holdings Limited Partnership, a Delaware limited partnership, and Texas Energy Future
Merger Sub Corp., a Texas corporation, including the plan of merger contained in the Merger Agreement.

O fFor 0 AGAINST O ABSTAIN
2. Toapprove any proposal by TXU Corp. to adjourn or postpene the annual meeting, if determined to be necessary.
O FOR O AGAINST Q ABSTAIN
3. Eiection of Directors L FORALL NOMINEES O WITHHOLD AUTHORITY FOR ALL NOMINEES

J FORALL EXCEPT To withhold authority to vote for any individual nominee{s), mark
“FOR ALL EXCEPT"” and strike through the name of the nominee you wish to withhold

NOMINEES: (1) Leldon E. Echols {2} Kerey Laday (3) JackE. Little
{4} Gerardo l. Lopez (5) J. E. Cesterreicher (6) Michael W. Ranger
(7) Leonard H. Roberts (8) Glenn F. Tilton (9) C. John Wilder
4. Approval of independent auditor — Deloitte & Touche LLP.
Q FOR O AGAINST O ABSTAIN
5. Shareholder proposal related to TXU Corp.'s adoption of quantitative goals for emissions at its existing and proposed plants.
Q fFoRr O AGAINST U ABSTAIN
6. Shareholder proposal requesting a report ort TXU Corp.'s political contributions and expenditures.
A for 0 AGAINST J ABSTAIN

{ Please sign and date your proxy on the reverse side. )

A Please fold and detach card at perforation before mailing. #




Adam’s Mark Hotel

International Conference and Exposition Center, Dallas Ballroom
400 North Olive Street « Dallas, TX 75201
214-922-8000
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Downtown Dallas
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From Woodall Rogers Freeway

+ When traveling West, take the St. Paul exit, cross over the freeway, take an immediate left on the service road, turn right at
Pearl Street, proceed about 4 blocks and turn right at Live Oak, turn right at QOlive and enter parking garage on the left.

+ When traveling East, take the Pearl Street exit, turn right at Pear!, proceed about 4 bfocks and turn right at Live Oak, turn
right at Olive and enter parking garage on the left.

From Central Expressway

+ When traveling South, take the Downtown/Live Qak exit (left-hand exit), turn right at Live Oak, turn right at Olive and
enter parking garage on the left.

+ When traveling North, take the Elm Street exit, turn right at Harwood and proceed to Olive, cross Live Oak and enter
parking garage on the left.

After parking, go to Level 1 and enter the Conference Center. Parking tickets will be validated inside the lobby.

Map is not to scale,
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